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New Force or Lost Cause? 


HE Liberal Party, at its annua? conference last week at Hastings, 
presented a spectacle of unmistakable optimism and intellectual 
vitality. Whether this marks a genuine confidence or is mere whistling 
to keep the party’s courage up may still be. doubtful... But it is un- 
doubtedly true that in the last four months the Liberals have doubled 
their membership ; their financial support has surprised the most opti- 
mistic ; and their constituency organisations are sprouting vigorously. 
The conference itself demonstrated, in matter and in manner, the accom- 
plishment of one essential first step to revival: the malaise and backward- 
looking recriminations of the prewar years have largely disappeared, 
and the party is no longer concerned with pious memories of 1906. It 
has, moreover, gained the adherence of many young men and women, 
from the Universities and elsewhere, who ten years ago would probably 
have sympathised with Labour as a matter of course. The fallen Goliath, 
stilt wondering after twenty years what could. have hit him, has been 
replaced by a lightweight but actively challenging David. 

Is there a real change in the evidence which has led even its well- 
wishers in the last few years to write off the Liberal Party as a spent 
force ? To stage a comeback from the defeats of 1945, is it enough for 
the Liberals to have a programme intellectually superior to those of their 
rivals, or a tradition and spirit capable of attracting voters repelled by the 
habits of thought of the two major parties ? These might serve to tip 
a not too uneven balance ; can they achieve a resurrection ? That is 
the doubt which remains after Hastings. A Liberal programme must 
not merely be better, but enormously and manifestly better. The Party 
must be led by men and women possessing recognisably outstanding 
gifts as well as intelligence and integrity. It has to infuse a spirit 
not merely congenial to the public mood, but contagiously and imme- 
diately inspiring. This must be backed by a sense that the object 
of political activity is the attainment of power, and the shaping both 
of ideas and events. It must be harnessed to that end by an effective 
organisation. Nothing less will sweep out of the public mind the con- 
viction that a vote for a forlorn hope is a vote wasted. 

Has the Liberal Party today any of these qualities ? It has, on the 
evidence of last week’s assembly, a programme, a number of able 
individuals, and an inner inspiration and unity which, were they matched 
in the Conservatiye Party, would give that party every chance of return- 
ing to power in 1950. But what would restore the unhappy Conservatives 
is not enough even to ensure the continued existence of the unhappier 
Liberals. Of the indispensable margin of excellence, the unmistakable 
superiority of plans and of men, the dynamic energy of the idée en marche, 
above all of the essential consciousness of urgency and will to power, 
Hastings showed little sign. 

Nothing in the debates even hinted that the programme might have 
a mundane connection with the winning of votes and the Liberal Party 
is obviously in danger of turning into a high-minded debating club, the 
last spiritual home of the congenitally ineffective independent. It could 
easily become, not the spearhead of “a great volunteer army for the 
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defence of liberty,” as Mr Clement Davies described it, so much 
as an unarmoured division of the “stage army of the Good.” 
But if it fails to expand in 1950, that is what it will become. 
Yet success, even a very limited success, which returned fifteen 
or twenty members instead of the present pathetic ten, might on 
the other hand have a tonic effect out of all proportion to the 
increase in parliamentary strength. It might transform hesitant 
liberal sympathisers into Liberals self-proclaimed and active, 
attracting Radicals of all parties, as disillusioned with collecti- 
vism as with Brummagem, without misgiving. These things 
are not certain, but they are not impossible. But that failure 
in 1950 would probably be final is something that too few 
Liberals reckon with. 
' 

To criticise the Liberal Party or organisation, inside or outside 
Parliament, may seem ungenerous. The party has had to make 
bricks without straw. It has been short of money for paid 
organisers, for research, even for minimum headquarters staff, 
and short of MPs to hold the fort in debate and to specialise 
in the vast range of topics which come before Parliament. 
It is late to do much on the Parliamentary side ; but in the 
constituencies, despite good press publicity, a more urgent 
effort is needed. The dilemma of the Liberal organisers 
is an uncomfortable one: to put untried, or hastily chosen and 
inadequately backed candidates into hundreds of hopeless fights 
and reap a demoralising crop of lost deposits and disheartened 
supporters, or to throw away any pretence of a bid for ultimate 
power by failing to fight at all on a national front. The only 
way out of the dilemma is by an unsparing and energetic revival 
of local organisations, and of the national centre which sustains 
and inspires them. There is no reason why Liberal candidates 


should be at the bottom of every poll, if Liberal organisations 


switched their attention from the enunciation of moral principles 
to the mundane business of propaganda and vote gathering. 

Much depends on leadership; and that is not a quality in 
which the Liberal front bench excels. Mr Clement Davies 
arouses affection and respect rather than national enthusiasm ; 
Mr Frank Byers is a first-rate lieutenant rather than a com- 
mander ; Mr Wilfred Roberts, one of the few Liberals in 
Parliament with any fiair for politics, is hardly a national figure. 
Sir Archibald Sinclair’s virtually complete withdrawal from 
political life after his defeat in 1945, while generally recognised 
as the fruit of a scrupulous resolution to avoid embarrassing his 
successor in the leadership was creditable but a lamentable 
error of judgment. The party needs, however, more than 
a Sinclair ; it needs a Roosevelt—a man combining at their 
highest power the qualities of the visionary and of the political 
strategist, equally gifted in evoking and interpreting the poli- 
tical temper of his period and in the sheer horse-trading knack 
by which power is won and held. Gladstone was such a man. 
Lloyd George was another—though in him the horse-trader 
custed the visionary at the last, and set the Liberal Party on 
the downward track which it has followed ever since. There 
is no such man today. Can the Party attract to itself the dyna- 
mic leadership it needs ? Or will it end as a disharmonious 
claque, spurned by moderate political opinion and held in 
contempt by Right and Left ? 

A sound and attractive programme, put forward with intelli- 
gence and political judgment, has saved many a party without 
benefit of spellbinding. The Liberal programme, seen in the 
light of the Liberal tradition, is the party’s greatest asset. “Much 
of it is common, on paper at least, to all three parties. Its aims in 
the field of foreign policy, Commonwealth policy, its attitudes 
towards monopolies, housing, the social services, the maintenance 
of employment, are those almost universally accepted, and 
any serious deviation from them would be political suicide. But 
from a party with a tradition of radical reform, international 
co-operation, and opposition to monopoly, such professions 
have a colour of sincerity which, other things being equal, ought 
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to give them electoral value. When Labour pays lip-service to 
civil liberties or Conservatism champions the small] Man againg 
monopoly, the floating voter murmurs impolite doubts, Acts 
of Parliament can be dead letters or virulent instruments ¢f 
class warfare according to the spirit of those who admin 
them. Faith that the Liberal Party would make, of measures 
differing little on paper from those its rivals might put forward, 
neither one nor the other, is an undoubted asset. 

When the Liberal programme diverges widely from the 
it diverges mostly for the better. The “Great Partnership,” 
the charter of a modern and sociologically realistic feminic, 
outclasses anything which the Labour or Conservative parties 
have put forward ; and it is good election material as wel] a5 
sound policy. The tax reform proposals, which would amal- 
gamate income tax reliefs and social security payments would, 
so far as the enormous majority of workers are concerned, remove 
the crushing disincentives of the present system. In the 
American phrase, the proposals need “ the bugs worked out of 
them,” but their fundamental soundness and positive value js 
attested by the opinions of many contemporary economists, One 
cannot but pity, however, the candidate who tries to base his 
popular appeal on this plank of the party’s platform, 

More emphasis is, unfortunately, likely to be laid on the com. 
pulsory “ co-ownership ” proposals to which the Liberal Panty is 
now inextricably wedded. As an ultimate objective, to be 
attained by persuasion, encouragement, and voluntary leadership, 
this alternative to collectivism and to irresponsible private power 
merits sympathetic discussion. As an immediate revolution 
to be compulsorily imposed in industrial relations, and liable 
to sabotage both by recalcitrant employers and suspicious trade 
unions, it is deporable. The Liberal Party may wel] have 
fastened a millstone round its neck when the assembly jubilantly 
threw out the amendment which would have substituted 
encouragement for compulsion. 


* 


If between now and the election everything works in favour 
of the Liberal Party ; and if it returns two dozen members 
to the next Parliament—an assumption which pushes opti- 
mism almost to the edge of fantasy—the way ahead will still 
be full of dangers. Since the 19§0 election may be a close thing, 
a score of Liberals might hold the balance between Conservative 
and Labour. If so, they would find themselves subjected to 
the tremendous temptation to barter their support in exchange 
for modifications in the policies of the other parties—a course of 
action which would earn the odium of the electorate, and which 
might well be fatal to their existence. On the other hand, the 
mere passive role of a very small centre party, a dormouse 
between the Mad Hatter and the March Hare, or the irrespon- 
sible individualism of a congerie of independents despairing of 
a consistent policy, would lead straight back to ineffectiveness 
and political collapse. 

The right road is a hard one, requiring foresight, firmness 
and faith. The Liberal Party must stick to its spiritual guns, 
resisting any temptations to Parliamentary opportunism; it must 
steadily direct its appeal to the most vigorous, intelligent, and 
far-sighted elements of the community who will never be com 
vinced that corporativism or collectivism are the only possible 
alternative courses for Great Britain. It must press for what- 
ever lowers cost, enhances adaptability, encourages initiative and 
decentralises power, in the conviction that. its reward will come, 
in renewed popular support, when the real price of a high-cost, 
rigid, bureaucratic and centralised economy becomes apparent 
to the public. But the most consummate skill as well as the 
most unswerving vision will be needed to pilot it through the 
pitfalls and quicksands which beset the path of a third party. 
It is certainly not enough for Liberals to sit back and hope 
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| Men of the Kremlin 


... Or in Moscow towards the Tsar, 
Where the demurest of footfalls are... 


O it was when crowned monarchs ruled over Russia ; now 

there is no longer—at least in name—a Tsar, but the foot- 
falls in the Kremlin were never more demure. So softly indeed 
do the courtiers tread, that their comings and goings are 
normally inaudible to the listening ears of the world as repre- 
sented by the Moscow correspondents of the foreign press. How 
to get news in Moscow is a perennial headache. So little is 
known of what goes on behind the towers and ramparts of the 
ancient citadel which is the seat of power that, when it is 
abruptly announced that this or that minister of state has been 
relieved of his duties, the world is taken by surprise and can 
only speculate darkly on the significance of the change. No 
paragraph in the Muscovite’s Diary has hinted at the shape of 
forthcoming events ; no well-informed circles have been squared 
for their information ; Mr Drew Pearson has received no carbon 
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Party CENTRAL COMMITTEE 


SECRETARIAT OrGBuRO | PoLitsuRO CounciL oF MINISTERS too large a body to function asa. 
a ai sy re me directing executive unit; its total - 
ee oe aia eee membership fluctuates between 

tain j otain i in, airman 
2 Malenkov Malenkov Malenkov | Malenkov, Deputy Chairman forty and fifty, and most of the 
3 Kuznetsov (Alexei) Kuznetsov (Alexei) departmental Ministers should be 
4 Popov | Popov regarded as senior civil servants 
5 Susiov i Suslov 


6 Ponamarenko 
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9 Mikhailov 
| 10 Andrianov* 
' 11 Alexandrov 
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, 13 Kuznetsov (Vassili) 
| 14 Rodionov 





15 Molotov 

16 Voroshilov 
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19 Mikoyan 

20 Beriya 

21 Kosygin 

22 Khrushchev 
| [23 Voznesensky] 





* Also “Administrator of Control of Party Organs. 
+ Also Chairman of the Party Control Commission. 


copies of top-secret papers. A zone of silence, heavy with the 
memory of lives destroyed in punishment for the sin of loqua- 
city, separates the enquiring journalist from the politicians 
who, in a democratic country, are his lawful prey. Travel he 
never so fellowly, the gates of forbidden knowledge remain 
barred. In default of usual channels of news about political 
personages, he has to fall back on such expedients as observing 
the order of precedence among the great on public occasions, 
particularly at state funerals. He can learn nothing of import- 
ance by keeping his ear to the ground ; his only hope is to keep 
his eye on the coffin. 

What the world wants to know about the Soviet leaders is 
who really counts when policy is being made. Further, beyond 
present politics, there lies always latent the question of the suc- 
cession to. Stalin’s autocracy, It may be said that no answers 
can be given which are not products of mere empty speculation, 
and that enquiry is as futile for a foreigner as it would be 
dangerous for a Russian. The governing of Russia is indeed, 


PARTY AND STATE IN THE USSR 


Bulganin, Deputy Chairman, 
Mekhlis, Minister of State Control 


Molotov, Deputy Chairman 
Voroshilov, Deputy Chairman 
Andreev, Deputy Chairman 
Kaganovitch, Deputy Chairman 
Mikoyan, Deputy Chairman 
Beriya, Deputy Chairman 
Kosygin, Deputy Chairman 


and is likely to remain, a uniquely mysterious affair. Neverthe- 
less, the Russian political system has a determinate structure 
which is well worth study as a means towards at any rate a 
limited understanding of this vast and formidable power. 


> 


The Soviet Union is a single-party state ; the Communist 
party permanently possesses the state-power and uses it to 
fulfil its aims. All high state offices are held by party members. 
But the party, whose membership is about five per cent of the 
total state electorate (the other 95 per cent being in effect without 
political rights, since it has no alternative but to vote for candi- 
dates nominated or endorsed by the one party), has its own 
Organisation and posts of authority ; and all members, what- 
ever the state offices they may hold, are subject to its discipline. 
It follows from this that state office, even membership of the 
Council of Ministers, is no indication of effective power apart 
from the holding of positions ia 
the party. The formal Govern- 
ment of the Soviet Union, the 
Council of Ministers, is in any case 


















STATE 


rather than ruling politicians. Its 
core consists of a Chairman and 
thirteen Deputy-Chairmen; of 
these persons ten are concurrently 
members of one or more of the 
three highest organs of the party— 
the General Secretariat, the 
Orgburo and the Politburo. 

In theory the ultimate authority 
in the party is the Party Congress, 
composed of delegates elected 
from the branches all over the 
Soviet Union. Actually there have 
only been two Party Congresses 
in the last sixteen years, and none 
since 1939. Between Congresses 
power is entrusted to the Central 
Committee, of which the Secre- 
tariat (with its topmost grade 
acting as a board), the Orgburo and the Politburo are sub- 
committees. The Secretariat administers the party through the 
branch secretariats everywhere in the Union, the Orgburo deals 
with questions of party organisation, and the Politburo deals 
with matters of party (and, therefore, also state) policy. 

The chart printed above shows the present composition, as 
far as it can be ascertained, of these three key bodies, with a 
total of 23 names (or 22, if Voznesensky has in fact been 
dropped from the Politburo, which is not yet certain). It will 
be seen that only two individuals, Stalin and Malenkov, are 
concurrently members of all three; and only one other, 
Bulganin, is a member of both the Orgburo and the Politburo. 
On the other hand, all except one of the members of the 
Secretariat are also members of the Orgburo. Molotov is not 
a member cither of the Secretariat or of the Orgburo, and 
Vyshinsky is not on the list at all. To take part in the making 
of policy, membership of the Politburo is sufficient ; but if the 
question of succession to supreme power is to be considered, 
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access to the levers of control of the party machine is no less 
important. Stalin himself rose to power as head of the Secre- 
tariat—a position which he still holds, though most of the 
actual administration has long since been delegated. 

The most striking feature of the chart is that all but one 
of the men listed in the highest party organs are exempted 
from departmental responsibilities as Cabinet Ministers—the 
one exception being Mekhlis, who is neither a member of the 
Politburo nor a Deputy Chairman of the Council. This separa- 
tion of the ruling party group from departmental office was 
remarkable even before the recent changes, whereby Molotov, 
Mikoyan and Bulganin were relieved of the portfolios of Foreign 
Affairs, Foreign Trade and the Armed Forces respectively. In 
each case the Minister concerned, in losing his department, has 
apparently remained a Deputy Chairman of the Council of 
Ministers, and continued to hold his party posts ; there has been 
no indication that the change is a demotion, as deprivation of 
a ministerial office would be regarded in a normal political 
system. Voznesensky, on the other hand, has lost his position 
as Deputy Chairman as well as his chairmanship of the State 
Planning Commission, and in his case there seems to have been 
a real political decline. 

The Deputy Chairmen of the Council of Ministers have the 
function of supervising groups of departmental ministries and 
can occasionally be given special administrative assignments 
as may be decided by the party committees. The party com- 
mittees have the first claim on the time and energy of their 
members, and for this reason the administration of a depart- 
ment, with its exacting routine and responsibility, tends to 
interfere with the full and continuous direction of the state by 
the party, which is the ideal of the party-state theory. The 
task of departmental ministers is to carry out in subordination, 
each in his separate field of action, the decisions which have 
been taken by the party leadership. Though departmental 
ministers are formally responsible to the Supreme Soviet, they 
are really responsible only to the Politburo—and ultimately to 
Stalin himself ; the members of the Supreme Soviet are them- 
selves under party discipline. 

Within the Politburo it is essential to have men who have had 
special administrative experience in various fields; thus 
Voroshilov, Bulganin and Stalin himself have held the portfolio 
of the Armed Forces (formerly the War Commissariat), Beriya 
has administered the secret police, and Molotov has spent 
several years reading dispatches from Soviet ambassadors abroad 
and dealing with foreign diplomats. There is thus a fund of 
knowledge and experience in the Politburo, but it is not neces- 
sary for any member of it to be actually performing an execu- 
tive task. The function of the Politburo is to advise Stalin, 
whose decision is final in all fields of domestic and foreign 
policy ; and the peculiar system whereby this unitary supreme 
control is translated into administrative action through the 
numerous Ministries is well suited both to the theoretical 
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requirements of a Communist regime and to the needs of 
governmental efficiency. All modern states, with the eye 
increasing extent and complexity of their administrative 
activities, face the problem of insufficiently co-ordinated depart. 
ments. In the Soviet Union: the state operation of the entire 
national economy makes the problem of co-ordinating depart- 
ments more difficult than in any other country, while at the 
same time the monopoly of political power by a single 
logically results in the permanent and absolute control of the 
state by a party caucus, 

The separation of policy-making and supervision from depart. 
mental executive authority also has the effect of preventing any 
one of Stalin’s colleagues from concentrating too much power 
in his hands, and this is important especially as regards control 
of the secret police and the armed forces. Stalin’s own power 
rests, not merely on the combination of offices which he holds, 
but above all on his unique position as the publicly acknowledged 
“Leader ”’—an eminence which is not to be found in the con- 
stitutions either of the Communist Party or of the Soviet Union, 
but is supposed to have been conferred on Stalin by the spon. 
taneous acclamation of the party and the nation. — Stalin’s 
despotic rule is in fact partly the outcome of his own personal 
qualities and will to power, but fundamentally it arises from the 
necessities of single party rule, which requires “ monolithism” 
and therefore the elimination of factions through a personal 
autocracy. 

Stalin emerged twenty years ago as the winner in the contest 
for this supreme power ; he consolidated it by the great purge 
of 1936-1938, and he has maintained it through the strains and 
stresses of a great war. He is surrounded with a servility and 
flattery formerly accorded only to the most absolute of kings 
and emperors. Yet his position can never be completely stable, 
and it is unlikely that the deep suspicion of his temperament 
has been replaced by unquestioning trust in those around him, 
So he never ceases to devise checks and balances among his 
courtiers and ministers, to break up agglomerations of office 
which appear too strong, and to make sure that nobody feels 
indispensable or irremovable. 

The same principle of power applies also to the question of 
succession. Safety lies in keeping everyone guessing, not in 
elevating any person to the rank of crown prince. A non- 
dynastic autocrat is always in danger from a too successful 
favourite. Stalin may, therefore, be expected to postpone 
decisions about the inheritance of his power as long as he 
possibly can. In any case he seems to enjoy excellent health 
except when it is a question of going further west than 
Prague in order to meet the President of the United States. 

The Turkmen Communist Party has officially expressed the hope 
that he may live for a thousand years, and even though mortality 
is unlikely to spare him for so long, he no doubt regards specula- 


tion about the consequences of his demise as altogether prema- 
ture. 
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Power in 


PPOSITION speakers in the debate on defence in the 
O House of Lords last week complained once again about 
the Government’s secrecy. Is there a defence plan, and is it 
adequate for the country’s needs ? In particular, the Opposition 
showed their anxiety about Britain’s air strength. Lord Paken- 
ham’s reply satisfied nobody, but many of the Opposition 
speakers were no better, for they advocated plans which bore 
no relation to the country’s available resources. In fact, the 
Government’s case in air defence is probably not so weak as it 

rs to be. Their persistent secrecy makes an estimate of 
their air defence policy difficult, but its broad direction is 
becoming dimly visible. 

Any defence plan once made, whether for air, land or sea, 
cannot be easily or quickly changed. If it is decided to use 
certain types of aircraft rather than others, a long chain of 
secondary decisions follows. Orders must be placed for the 
aircraft, supplies arranged, pilots trained, and new operational 
tactics devised. If the main decision is altered, the chain has to 
be broken and painfully reforged, and that costs much time 
and money. Defence planners are therefore always reluctant to 
change a major decision, particularly in peace when they have 
not the wartime advantage of a blank cheque. 

The central question of air defence, on which everything else 
in the air force depends, is how many and what sort of machines 
are demanded by the strategic situation ; only then is it possible 
to decide how many men will be requited to operate, service 
and supply them. It is reasonable to suppose that this central 
question was decided early in 1946 when the possibility of a 
major war was remote. At that time, the decision to be taken 
was whether simply to improve existing types of aircraft or 
whether to try to develop the new jet engined types—then a 
practical possibility, but still requiring some years before they 
could be standardised for service use. The second alternative 
presented Britain with the risk of being caught with its air force 
in a transitional stage ; but the risk three years ago must have 
seemed as slight as the advantage of having a modern air force 
seemed great. Moreover, even in the light of subsequent events, 
the risk was not very serious, Jet fighters were already in pro- 
duction and, as Mr Henderson has said, their numbers are to 
be doubled this year. The weakness is in bomber strength, 
but fortunately America has developed a large strategic bomber 
force which, if not composed of the most suitable types of air- 
craft, is at least large enough to cover the gap in western 
Europe’s air defences until new British bombers are available. 
But until western Europe also possesses a force of modern 
medium bombers—the tactical weapon of defence—it cannot be 
said that the west has a balanced system of air defence. 

If it is true that air defence is in a transitional stage—and if 
it is the Government need not be ashamed of the fact—it 
accounts for much of the official shilly-shallying about air defence. 
It accounts, too, for much that is disquieting about the spirit in 
the Royal Air Force today: nothing saps morale or puts off 
recruits so much as the lack of aircraft for flying or maintenance 
duties. With a regular strength of 110,000 men, the RAF is 
some 70,000 men short of its target. The total strength is now 
234,000, so that national servicemen at present make up more 
than half the RAF. Since the duration of national service is 
too short for more than preliminary training, the situation is not 
satisfactory. The Royal Auxiliary Air Force, moreover, has 
only reached 12 per cent of its intended strength, though this 
may be much improved if the scheme to persuade some national 
servicemen to join the reserve after their service is successful. 

The Government have been at fault in attempting to hide the 
risk they were taking, and in failing to convince the public and 
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the men in the RAF that new aircraft were coming forward. If 
there is any real risk today, it is that the politicians, im their 
anxiety to allay public doubt, might seek to expand production 
of fighters disproportionately to the development of new medium 
bombers, in order to show quicker results which could then be 
represented as an effective defence policy. If the original plan 
was right, a change of this kind would certainly be wrong. 

In modern warfare, contro! of the air is the first requirement’ 
of defence. It would be wildly improvident to concentrate on 
control of air at the expense of sea and land forces, but since 
peacetime preparations must be largely concerned with dis- 
couraging the potential aggressor, it follows that adequate 
defence against a knock out blow is of the first importance. 
Today, as in the past, any country contemplating open war 
always tries to avoid the danger of a long drawn-out struggle: 
the lightning attack and the hope of speedy victory must be 
the basis for any aggressive plan. And since it is through the 
air that the new weapons—airborne troops, rockets and atomic 
bombs—are most likely to travel, control of the air is the first 
need in defence. Government policy cannot, however, stop 
at that decision ; there are three principal controversies about 
air defence and the use of air power on which the British 
Government must make up its mind. 

First, there is the question whether fighters alone are enough 
for air defence. To the lay mind, the air defence of western 
Europe might seem most simply and most cheaply attained by 
putting into the air an overwhelming fighter force to stop any 
hostile aircraft from breaking through. It is an argument based 
on the Battle of Britain, and on the unnecessarily aggressive 
use of bombers. It holds that the RAF’s main task in western 
Europe is defensive and that it should not therefore be primarily 
concerned with weapons of attack like the bomber. Pushed to 
its limit, it represents the Maginot Line mentality applied to 
the air. But the experience of both Britain at the beginning of 
the war and of Germany at the end showed that defence with- 
out striking power is not enough—it is sometimes forgotten 
how nearly the Battle of Britain was lost because the RAF 
could not interfere with the German air bases. The only method 
of preventing air attack is to hit the airfields and factories from 
which the enemy bombers come. Moreover, it is the only 
method of defence against rocket projectiles. 

It follows, therefore, that for defence the air force must be 
composed of a balanced force of fighters and bombers. The 
question whether jet-engined bombers are better than the slower 
piston-engined type, or whether heavy long-range bombers are 
better than smaller, short-range types, is highly technical. The 
evidence so far available seems to show a preference for medium- 
sized, jet-engined bombers fitted with the necessary electronic 
devices for accurate bombing at high speed. 

The second controversy concerns. the effectiveness of a 
modern air force against sea or land forces. On the answer 
depends the proportion of defence resources which should be 
allocated to the air force—a decision on which there is no single 
expert view because the experts are inevitably biased in favour 
of their own services. At sea, experience shows that the air 
force are only fully effective in coastal waters or in compata- 
tively confined areas. such as the Mediterranean. In the 
Atlantic or in parts of the world outside fighter range, the 
work is best done by ships and naval aircraft. On land the 
air force is effective against military communications and 
supplies and in carrying airborne troops to their objectives. 
No one can say, however, to what extent it could prevent a 
large-scale thrust by the Russian army in the west, since the 
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Russian, of all modern armies, is least dependent on highly 
organised communications, Perhaps the fairest conclusion is 
that the allocation of material resources to the air force should 
at present be slightly greater than to the other two Services. 

The third controversy is usually put in the inaccurate form 
of whether or not the atom bomb should be used. More 
accurately, it is whether the air force should employ the tactics 
of precision bombing or area bombing—whether the bomber 
force should be used as a rapier or a bludgeon. There is very 
little doubt about the answer. Much of the chaos in Europe 
today springs directly from the indiscriminate bombing of 
Germany from 1943 onwards, and the cost to the victors has 
been enormous. In France and Belgium, where the bombing 
was more carefully planned and much more accurate, German 
installations were destroyed with much less damage to the 
civilian economy. 

If the decision, then, is in favour of precision bombing, 
should the atom bomb be used? In a sense, it is the same 
question which the first users of gunpowder posed for them- 
selves. Were they about to destroy the world or not? Hiroshima 
and Nagasaki have survived, and indeed are active cities four 
years after they suffered the horrors of the atom bomb. The 
tacticians claim that the world will survive the atom 
bomb as it has survived the use of gunpowder. ‘They 
argue that its place in precision bombing is assured, because 
one bomb dropped in a vital area may throw the whole system 
of the enemy’s defence out of gear, though the damage is con- 
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fined to that area only. The argument is sound only if accurate 
bombing can be guaranteed and only if it is certain that the 
temptation to annihilate the enemy, which the bomb Presents, 
will be resisted. The truth may be that atom bombs have 
taken the place of battleships in prewar days: if the enemy 
possess them, the allies must have them, too. are the 
modern counterpart of the “fleet in being,” and as public 
opinion is still morally disturbed by the thought of their use, 
other arguments have had to be found to justify making and 
storing them. 

A strong air force and an adequate supply of British aircraft 
are at present the greatest contributions which Britain can make 
to the military strength of Western Union. The necessity to 
explain the British Government’s actions and intentions js all 
the more necessary in the case of the air force, because more than 
other aspects of defence it should be planned in Co-operation 
with European and American defence. It is a pity, 
that anxiety about the state of the RAF should have beep 
allowed to reach its present pitch. A transitional stage of 
development is necessarily a difficult period for any organisa- 
tion, but the difficulties would have been easier if the Govern- 
ment had taken some trouble to explain what it was doing and 
why. The most awkward stage of the transition has probably 
passed, and there may be a reassuring improvement in the 
strength and morale of the RAF from now on. It rests with 
the Government to convince the public in Britain and in 
western Europe that this is in fact the case. 


Fourth Point at Work 


N one sense, the transforming of Mr Truman’s Fourth Point 
from a general aspiration into a practical programme has 
begun. On February 25th, Mr Willard Thorp formally laid 
the Fourth Point before the Economic and Social Council of 
the United Nations and invited the nations to co-operate with 
Uno in devising a programme for raising the standards and 
prosperity of backward areas. A week later, as a result of his 
initiative, the Council adopted a comprehensive resolution, call- 
ing upon the Secretary General to prepare a report for the next 
meeting of the Council, in Geneva in July. This report would 
have three purposes—to provide a plan “ for an expanded co- 
operative programme of technical assistance for economic 
development,” to outline methods of financing the programme 
and to suggest “ ways of co-ordinating the planning and execu- 
tion of the programme.” 

The fact that the United Nations are now officially seized 
of the Fourth Point does not, in itself, advance its development 
very much beyond the germ of the idea as it was first suggested 
by President Truman. True, the American delegates made it 
clear that there was no question of a new Marshall Plan for all. 
Mr Thorp spoke primarily of technical assistance and insisted 
that the bulk of new investment should be provided by the 
countries themselves. The dampening effect of this approach 
is described in another article on page 615. The full scope of 
the programme has still to be worked out, and it is clearly vital 
to realise from the outset that the problem it is intended to meet 
goes far beyond the poverty and backwardness of certain areas 
in the world. What is at stake is the whole future of capital 
expansion, rising productivity and international trade. 

It is a truism to say that the prosperity of the nineteenth cen- 
tury was based upon the ability of the new industrial nations 
of western Europe to export capital as well as goods, and upon 
their willingness to accept goods in return. In the decade before 
the first world war, the capital investment of Britain, France 
and Germany abroad rose to an annual average of some £300 
million, the equivalent of about $1,500 billion, at the prevailing 
rate of exchange. This tremendous and continuous fertilisation 


of the world not only directly increased the productivity and 
raised the standards of such hitherto “ backward areas” as 
India, South-East Asia, the Argentine pampas and the plains 
of the Middle West. It had important consequences in the sphere 
of trade. The raw materials which it helped to develop—grain 
and meat in the New World, rubber, tin, sugar in the colonies— 
kept pace with the expansion of industry and maintained a 
reasonable balance between manufactured goods and primary 
products—the balance underlying stable terms of trade. 
Capital development on this scale ensured that trade was both 
many-sided and expanding. Western Europe paid for an increas- 
ing percentage of its imports out of income earned on foreign 
investment, and the raw materials produced in South-East Asia 
were vital in trading with the expanding United States. 
Between the wars, this whole structure of trade based on 
steady capital expansion was seriously weakened. Western 
Europe ceased to be a large exporter of capital. By 1938 all 
foreign lending had ceased. The United States did not take its 
place. After a hopeful but inexperienced spurt in the "twenties, 
foreign lending fell away. American investment abroad repre- 
sented $8 billion in 1929, and only $3 billion in 1938. By 1939, 
the flight of capital to the United States had counterbalanced 
American lendings in that year and net American investment 
overseas was nil. The war, by ruining western Europe and 
immensely increasing its dependence upon the Western 
Hemisphere, accelerated a sequence of events which was already 
in train, though not very clearly recognised, long before 1939. 
The question today is quite simply whether the capital expat- 
sion which made possible balanced trade between the nations 
and rising standards of living throughout the world can be 
secured in this century as it was so signally in the last. 
Implicitly at least, President Truman’s Fourth Point recog- 
nises the fact that unless governments take active steps to restore 
the old wealth-creating flow, it is not likely to come about of 
itself. On the side both of the creditors and of the debtors, 
inhibitions impede the export of capital which were absent in the 
heyday of liberal free trade. On the side of the creditors, the 
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fact must be faced that in the next decade at least only one 
community will have sufficient surplus wealth to fertilise the 
outside world and that is the United States. Yet the United 
States is not a “natural” investor in the foreign field. The 
tightness of Britain’s island frontiers forced it consistently to 
invest overseas. In 1909, one fifth of Britain’s capital was 
invested abroad. In the United States, on the contrary, overseas 
investment has failed to keep pace with the growth of internal 

ity and the second world war accentuated the process. 
In 1948, private domestic investment in the United States 
amounted to nearly $40 billion. Private investment abroad was 
only $900 million, the bulk of it invested in Latin America and 
Middle Eastern oil. It is true that, in 1948, the domestic market 
in the United States was booming. It is possible that as the 
opportunities for new investment are satisfied at home, American 
investors may become more interested in opportunities abroad. 

* 


The chief problem on the creditor side is therefore to achieve 
a high and stable flow of American investment. But before 
the means for achieving such an objective can be discussed, there 
are difficulties to consider on the side of the debtors. The 
world has changed unrecognisably since the great days of foreign 
capital investment. The spirit of nationalism has grown, even 
among the staidest maeasbers of the European community, 
encouraging everywhere a distrust of “ foreign capital.” Com- 
munism has filtered into the western world and is running 
rampant in the Far East, carrying with it a passionate campaign 
against “dollar imperialism.” Many governments are no 
longer ready to permit private investment in a range of industries 
and services, and may in future extend the list by further 
nationalisation. If American capital could be provided free or 
at low rates of interest to governments to do exactly what they 
wished with it, there would be few obstacles to American 
“investment ” on the part of the debtors. But there would then 
be no American capital forthcoming to invest. The real task 
underlying President Truman’s Fourth Point is thus to find 
ways and means of tempting American capital out into the world 
each year, on terms which give sufficient inducements to the 
American lender and sufficient safeguards to the non-American 
borrower. 

Once the very wide scope of the Fourth Point is grasped, it is 
easy to understand the multiplicity of agencies concerned with 
it and the difficulty which they all meet in saying what precisely 
the Fourth Point is designed to do. It concerns the United 
Nations, with its “ specialised agencies.” It concerns the Eco- 
nomic Co-operation Administration, and Mr Hoffman has invited 
Dr Isaiah Bowman, an authority on undeveloped areas, to head 
a division devoted to colonial development. It concerns the 
American Import-Export Bank. It interests American exporters, 
who have presented their views to the Government through the 
United States Associates of the International Chamber of Com- 
merce. It affects American industrialists who, through the 
National Association of Manufacturers have given evidence to 
the Economic and Social Council, arguing that given proper 
conditions, the United States should be able to export about 
2 billion dollars of capital each year. The danger is that the 
Fourth Point will be buried in too much interest and too 
much planning, and that the essential aim—the expansion of 
American investment—may be lost either in a smother of pro- 
grammes or in the interstices of responsibility between all the 
agencies concerned. What is needed now is a clear cut line 
of advance on two or three major fronts. 

One obvious approach lies through the ECA and concerns 
an area in which the co-operation of American capital must be 
possible, if it is to be possible anywhere. The nineteen Marshall 
Countries are not technically “ backward,” yet they have fallen 
behind in the race and have gone under the harrow of war. At 
the same time, they offer some of the stability and familiarity 
which a foreign investor must seek. Hitherto, both on the side 
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of the United States investor and the European recipients, there 
have been hesitatious and some mistrust. The transfer guarantee 
included in the Foreign Assistance Act last year did not offer 
American capital sufficient inducement, and in 1948 only 
$850,000 was taken up out of the $1,000 million earmarked for 
loans. The European Governments on their side have played 
a passive role where they have not been actually discouraging. 
A vital first step in securing greater American investment would 
be a serious attack upon this problem of private investment; the 
Europeans should state their hesitations—and their terms— 
the Americans the guarantees they seek. Co-ordination of 
Europess capital investment has been adopted by the Organisa- 
tion for European Economic Co-operation in Paris as one of its 
priorities for discussion. The role of American capital in Europe 
could be considered at the same time. 


* 


Nevertheless, such relatively well developed areas as Western 
Europe—or the English speaking Dominions—do not provide 
possibilities for investment comparable with those which exist 
in their dependent territories. It is here, in the undeveloped 
areas properly so called, that the major line of advance seems 
to lie. Provided that the technical skill available to the United 
Nations is strengthened and some workable method of co- 
ordination between the various agencies can be established, 
Uno can play a useful preliminary role. Most backward areas 
are not in a position to profit by intensive capital development 
until certain preliminaries have been worked out. The first is 
to choose between an almost infinite variety of candidates, and 
the advantage should clearly be given to those territories which 
can help to meet the world’s urgent need for foodstuffs and 
primary products. It is significant that American capital has 
gone out spontaneously in search of oil. It will be most easy 
to attract capital to areas likely to satisfy similar American needs 
or to relieve the strain of European demands on American 
supplies. The selection of the projects could be based upon the 
surveys financed either through the United Nations or through 
various American agencies. For instance, ECA has just made 
dollars available for such a study in British Central Africa. 

Once the selection had been agreed, the groundwork of roads, 
railways and public utilities could best be provided by govern- 
ments or by such agencies as the International Bank. The Bank 
has already shown some interest in such activities which, by 
creating minimum conditions of stability, tempt the larger 
private investments to follow. The advantage of entrusting 
this preliminary investment to international agencies is that it 
helps to overcome the local governments’ distrust of “ foreign 
control” over the basic services in the community. When these 
preliminaries are completed, the ground is roughly prepared for 
private capital. 

Little in such a programme would be absolutely new. There 
are already numerous missions scattered through the back- 
ward areas, preparing the data upon which judgments can 
be based. Already Americans on their private initiative have 
gone out pioneering in the new and more socially responsible 
type of foreign investment—as, for instance, in the Rockefeller 
experiments in Latin America or such ventures as Overseas Coa- 
sultants Inc. in Iran. But the drawback is that all the initiatives 
and ventures are too thinly spread to do more than scratch the 
surface and at no one point do they begin to add up to a bait 
for really big American investment. What is needed under 
President Truman’s Fourth Point is to link the trickles of 
planning and initiative into a few broader streams. The expan- 
sion the world needs can only come if they are canalised into 
two or three great systems—in Africa, in India perhaps, in Latia 
America. If the Fourth Point can achieve this concentration 
and intensification of effort, a new era of expanding prosperity 
is in sight. If not, economic stagnation and political insecurity 
will be the price paid by the western world. 
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NOTES OF 


The More They are Together 


There. was a time within the. memory of living foreign 
ministers when pactomania was considered a peculiarly French 
complaint. It still is, but it has now got into the systems of the 
Americans and the British, and threatens to spread through the 
British Commonwealth. The symptoms are well-known: fits of 
shivering, attacks of fever causing slight delirium, headaches, and 
a desire to travel or form committees. They are not in themselves 
serious, but anything that causes confusion among Foreign 
Ministers must cause some slight alarm. For the confusion 
quickly spreads to the public mind and there induces other 
undesirable symptoms. 

Such confusion is being caused at the moment. The ordinary 
citizen can read in one and the same edition of his newspaper 
that Mr Bevin is travelling to America to sign the Atlantic Pact ; 
that the Council of Europe is being formed in London; that 
Western Union is planning its defences at Fontainebleau ; and 
that all kinds of countries are accepting or rejecting invitations 
to this meeting or that, and attaching conditions to membership 
of this or that treaty. To him it seems that there is a lot of 
overlapping, too much talking and too little action. He is of 
course right, At the moment the picture is indeed confusing. In 
the Brussels Pact, signed a year ago, Britain, France, Belgium, 
Holland and Luxemburg assured one another that, if one of them 
were attacked in Europe, the others would “afford .. . all the 
military and other aid and assistance in their power.” When the 
same governments signed the Atlantic Pact each committed itself 
enly to “take such action as it deems necessary, including the 
use of armed force.” Clearly, there is some difference here, 
dictated by the requirements of the American Senate, but 
no one has yet explained what the difference is, and how the 
invoking of the Brussels Pact would affect the application of the 
Aulantic Pact. 

The point would seem academic if it did not raise the whole 
question of what now happens to the Brussels Pact and the 
western union it implies. Does the “hard core” of which Mr 
Bevin once spoke remain, and do the five western countries go 
forward with the “ integration” of their military forces and their 
meetings in the Consultative Council of Foreign Ministers (5)? 
If so, they may get a little tired of each other’s company ; for 
their presence may well be required as well in the North Atlantic 
Council (10), and in the Council of Europe (12), to say nothing 
of the Security Council of UN. They will have likewise to watch 
their step in conversation. For in the Council of Europe there 
will be present representatives of Sweden and Eire, who will plug 
their ears at mention of the Atlantic Pact. And there is no reason 
at all why Italy and Norway, when taking part in the North 
Atlantic Council, should not wonder why they do not take part 
as well in the Consultative Council of the Brussels Pact. 

Some people certainly expect—indeed hope—that the Brussels 
Pact will become otiose, and that Britain will concentrate its 
attention on the North Atlantic Council and the Council of 
Europe. Such a view is to be deplored, because there are possi- 
bilities of effective co-operation among the Brussels Pact govern- 
ments which cajnot exist in a wider circle. Pactomania is bad 
enough, but pactomania plus the sort of egalitarianism which exists 
in the United Nations Assembly would be deplorable, and would 
submerge the idea of western union in a welter of dockets and 
minutes. 

* * . 


Programme for the Nineteen 


The Organisation for European Economic Co-operation too is 
somewhat handicapped by the number of groups at its head. 
The consultative group of Ministers, the Council, the Council’s 
deputies and the Executive Committee are all responsible in 
varying degrees for its policy ; and the passing of plans and papers 
from one body to the next helps to explain why so much of the 
work since the publication of the OEEC’s Interim Report appears 
repetitive. Now, however, a programme appears to have forced 
its way through the various groups and its recommendations are 
largely based on the earlier Report. In an eight point programme 
the Nineteen agree to seek financial stability at home, to increase 
exports, to reduce dollar imports, to reach a new intra~-European 
payments scheme, to co-ordinate their plans for investment and 
colonial development, to increase local food supplies and to 
enlarge the tourist traffic, particularly from the United States. 
These principles are not new, since in general the Ministers’ 
Consultative Group approved them some weeks ago. What is 
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new is that to each principle some suggestions for action } 
been attached and a ume-table for putting the sx son ch 
practice. P + REAR A 

The Executive Committee is, for instance, asked to 
five or six ways of reducing dollar imports for the consj 
of the member governmenis. (An earlier agreement to 
an all round cut of about 1o per cent appears to have 
shelved.) Another proposal covers the co-ordination of j 
ment plans in the steel industry, in oil-refining and the producti : 
of nitrogenous fertilizers, in all of which the adding oe 
of the separate national plans showed much surplus capacis 
The exchange of information in other fields of development i 
also proposed to prevent overlapping. Another proposal jnyj : 
the OEEC food committee to study the implications of incre ing 
food production in Europe. Yer another lays down an labore 
time-table for the bilateral and multilateral trade talks which 
must precede the devising of a new payments agreement 

It is too early to comment with any certainty on the effective 
ness of the new programme. Compared with the discussions 
of last summer, progress has been made and the problems of 
Europe are no longer being considered piecemeal. Behind the 
new programme there is an attempt to see the future of the 
Nineteen as a co-ordinated whole. Yet these first steps are 
still timid. The OEEC has no powers beyond moral gsuasion 
and most of the programme is passed back to Governments for 
action. There is also the danger that the programme itself with 
its insistence upon the cutting of imports and its hint that the 
new intra-European payments scheme may follow the 
of the last, has been framed to fit the conditions of last year’s 
sellers’ markets and will be less able to deal with the problems of 
over-supply which are emerging in 1949. 


* * * 


Agenda for Blackpool 


There is a more than usually unreal air about most of the 
resolutions on the preliminary agenda for the Labour Party's 
Whitsun conference. Many will never be reached, or may have 
to be revised in the light of the Budget and the party’s policy 
statement, both of which will have appeared long before the 
delegates assemble at Blackpool. The general tone of the resolu- 
tions is critical of the Government, both om specific and on broad 
issues, but, as this conference will be largely concerned with 
election preparations, appeals from the party leaders to refrain 
from “ rocking the boat” will probably be met with a less surly 
reception than in the past. be 

Nevertheless, these resolutions provide a useful barometer 
what the rank and file is thinking. They show that the majority 
of members of the Labour Party—in the constituencies at any 
rate—are determined to press for a full-blooded Socialist policy. 
It is perhaps significant that the smaller the organisation, the 
more ambitious its aims become. Sutton and Cheam, for example, 
puts up a long list of industries for nationalisation—heavy 
chemicals, aluminium and light alloys, shipbuilding, water 
supplies, life insurance, building materials, sugar refining, flour 
milling, wholesale food distribution, and the joint stock and 
private banks. Other industries mentioned in the agenda 3 
due for nationalisation include armaments, engineering and 
founding, milk distribution, fire insurance and building, while the 
land—an old favourite—is again strongly pressed. By contrast, 
Kingston-upon-Hull adopts a line more in keeping with the 
views of the moderate leaders, and calls for “ consolidation” 
of industries already nationalised before embarking on furthe 
schemes, 

The two subjects which worry the rank and file of the Labout 
party most are, to judge from the agenda, the high cost of living 
and the administration of nationalised industries. In this f 
are supported by the big unions which otherwise have: litle 
to say about the shaping of party policy, although in every ca 
it is their vote that decides the issues. The “ reacnomary 
officials of public Boards and the lack of opportunity for workers’ 
participation are very sore points, and many resolutions criucise 
the Government’s wages policy and urge immediate measufes 
to reduce profits and prices. es 

Conspicuous by their absence are criticisms of Mr., Bevin’ 
foreign policy, Transport House’s anti-Communist measures ; 
Mr Strachey’s handling of the food situation. On the ofher 
hand, the flood of resolutions concerning the Minister of 
is a new feature. Mr Bevan, who last year topped the cone 
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situency poll for the Executive, is taken to task for not building 

houses cheaply enough, and for appointing the “ wrong” 
type of people to hospital boards and committees, instead of 
ensuring the return of good Socialists through an elective system. 
Mr Bevan will probably defend himself without much difficulty, 
hut the agenda provides the material for the kind of good, rowdy 
fun for which Blackpool has so justly earned a reputation. 


” x x 


Relief for Mr Morrison 


Of the twenty-three private members’ Bills, chosen by ballot 
from a much larger number, which were given a first reading on 
January 28th, only eleven received a second reading and have 

on to the Committee stage, from which few of them are 
likely to emerge unaltered, Four were withdrawn by their 
sponsors—the Government accepted the principle of two and 
were hostile to two others. Two bills, for Spelling Reform and 
the Abolition of coursing, were defeated in the Division Lobby, 
one had its second Reading postponed, and the remaining six, 
including the Bill to abolish tied houses, came too low in the 
day’s business and were never read. 

The Government Whips are probably profoundly thankful that 
the season for introducing private members’ bills is now closed, 
for they are most uneasy when they are unable to dictate the 
action of members. The Leader of the House, Mr Herbert 
Morrison, who always has his ear cocked for possible turbulence 
or failure to put party before principle among his back benchers, 
has also suffered some uncomfortable Friday afternoons. It was 
only a steady haul on a number of silken threads which prevented 
the passing of Mr Seymour Cocks’s Bill to abolish coursing which 
would have infuriated the rural constituencies. On spelling 
reform, Mr Morrison could safely abandon the debate to the 
scholastic members, but on the Hairdressers Bill the House politely 
overruled the Government, and over the Analgesia in Childbirth 
Bill, the Government managed to anger both sides of the House. 
This, however, was largely due to a later display of Mr Bevan’s 
habitual contempt for the opinion of Parliament. 

On the whole the quality of the Bills has fully justified the 
restoration of Private Members’ legislation. But even those such 
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as the Anti-Bloodsports Bill ; which were merely the saddling up 
of favourite hobby horses serve a useful purpose, for they 
much more effectively than Adjournment Debates certain n 
tensions in the community which are the better for being brought 
into the light of day. Some of the Bills, particularly those which 
seek to correct anomalies in the law, serve a valuable purpose 
in righting wrongs with which Government Departments lack 
the energy or the interest to concern themselves. Moreover 
they enhance the dignity of the House of Commoiis by enabling 
members to follow, on the whole, the dictates of their conscience 
rather than their Whips. It is, therefore, to be hoped that Mr 
Morrison will stomach his dislike for so unruly a procedure and 
that the Government will grant next session what is not a con- 
cession but a Parliamentary right. 


* * oi 


Italy and the Pact 


The Italian Chamber of Deputies—not without knuckle 
figh4—approved adherence to the North Atlantic Pact by 324 
votes to 170 with 19 abstentions ; last Sunday the Senate did the 
same in a more orderly manner by 188 votes to 112 with eight 
abstentions. These figures represent a remarkable achievement 
by the De Gasperi-Sforza team, which began preparing Italians 
for closer ties with the West only nine months ago. They also 
represent a strong vote of confidence in the government, passed 
by both houses of parliament, on the most violently debated issue 
of its life. Vitally linked with the home front battle. between 
Communists and non-Communists, the vote may also be taken 
as reinforcing the verdict of the Italian people themselves in the 
general elections of a year ago. In the interim, most Italians have 
certainly been confirmed in their view that they have had enough 
of the Communists—at least for the present. 

Eighteen months ago Moscow regarded Italy as one of the twu 
places in Europe—France was the other—where it was going to 
crack the West wide open. This policy is now in retreat, thanks 
largely to Marshall aid and to the determination which led, first, 
to the Brussels Treaty and has now produced the much more 
impressive North Atlantic Pact. It is. singularly fitting, therefore, 
that Count Sforza, the Italian Foreign Minister, should be in 
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Washington, along with his French colleague, 1o sign his name 
on . 

Wale < West sincerely welcomes ltaly, however, it should 
not blink its eyes to reality. It is obvious that, as some statesmen 
have argued all along, Italian adherence to the Atlantic Pact poses 
for the ume mee ware problems than it solves. For one thing, 
lialy, under the Peace Treaty, is a military liability rather than 
an asset, For another, the greatest contmbunion it has to offer, 
namely, military bases, appears to be ruled out-—at least in peace- 
time, which is the important time. Thirdly, Signor De Gasper, 
lialy’s able and patient Prime Minister, has a right to expect some 
demonstration of the gratitude of the western Powers tor what 
he has accomplished ; will they be able to pay off the debi by 
restoring to Rome a higher proportion of its former colomal 
territory than they might previously have intended ? They can 
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more immediately influential than the Soviet example for Peoples 
long accustomed to accept cultural guidance from the Middle 
Kingdom. 

Japan, humbled by defeat and occupied by troops of a 
nation, no longer aspires to lord it over the Chinese, but it 
something of the sense of East Asiatic solidarity which formerly 
supplemented national chauvinism in the programme of the 
military party, and provided ideal justification for a policy of 
expelling western nations from the Far East. The anti-American 
propaganda of the Chinese Communists makes an obvious g 

to Japanese minds so recently schooled to regard Pearl Harbour 
as @ heroic blow against American imperialism ; and the more 
Chinese Communism gains in strength, the more can it 

itself as a movement for complete emancipation of Fast Asia trom 
Western control and influence--even from the tutelage of Rusa, 


vest assured that the measure of restoration is a factor of really for Russia also is Western in Chinese or Japanese eves 
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celves. Were they about to de*troy the world or not? Hiroshima 


and Nagasaki have survived, and indeed are active cities four 
after they suffered the horrors of the atom bomb. The 
tacticians claim that the world will survive the atom 
b as it has survived the use of gunpowder. They 

gue that its place in precision bombing is assured, because 
one bomb dropped in a vital area may throw the whole system 
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development is necessarily a difficult period for any organisa- 
tion, but the difficulties would have been easier if the Govern- 
ment had taken some trouble to explain what it was doing and 
why. The most awkward stage of the transition has probably 
passed, and there may be a reassuring improvement in the 
strength and morale of the RAF from now on. It rests with 
the Government to convince the public in Britain and in 


western Europe that this is in fact the case. 


Fourth Point at Work 


N one sense, the transforming of Mr Truman's Fourth Point 
from a general aspiration into a practical programme has 
begun. On February 25th, Mr Willard Thorp formally laid 
the Fourth Point before the Economic and Social Council of 
the United Nations and invited the nations to co-operate with 
Uno in devising a programme for raising the standards and 
prosperity of backward areas. A week later, as a result of his 
initiative, the Council adopted a comprehensive resolution, call- 
ing upon the Secretary General to prepare a report for the next 
meeting of the Council, in Geneva in July. This report would 
have three purposes—to provide a plan “for an expanded co- 
operative programme of technical assistance for economic 
development,” to outline methods of financing the programme 
and to suggest “ ways of co-ordinating the planning and execu- 
tion of the programme.” 

The fact that the United Nations are now officially seized 
of the Fourth Point does not, in itself, advance its development 
very much beyond the germ of the idea as it was first suggested 
by President Truman. True, the American delegates made it 
clear that there was no question of a new Marshall Plan for all. 
Mr Thorp spoke primarily of technical assistance and insisted 
that the bulk of new investment should be provided by the 
countries themselves. The dampening effect of this approach 
is described in another article on page 615. The full scope of 
the programme has still to be worked out, and it is clearly vital 
to realise from the outset that the problem it is intended to meet 
goes far beyond the poverty and backwardness of certain areas 
in the world. What is at stake is the whole future of capital 
expansion, rising productivity and international trade. 

It is a truism to say that the prosperity of the nineteenth cen- 
tury was based upon the ability of the new industrial nations 
of western Europe to export capital as well as goods, and upon 
their willingness to accept goods in return. In the decade before 
the first world war, the capital investment of Britain, France 
and Germany abroad rose to an annual average of some £300 
million, the equivalent of about $1,500 billion, at the prevailing 

rate of exchange. This tremendous and continuous fertilisation 


of the world not only directly increased the productivity and 
raised the standards of such hitherto “ backward areas” as 
India, South-East Asia, the Argentine pampas and the plains 
of the Middle West. It had important consequences in the sphere 
of trade. The raw materials which it helped to develop—grain 
and meat in the New World, rubber, tin, sugar in the colonies— 
kept pace with the expansion of industry and maintained a 
reasonable balance between manufactured goods and primary 
products—the balance underlying stable terms of trade. 
Capital development on this scale ensured that trade was both 
many-sided and expanding. Western Europe paid for an increas- 
ing percentage of its imports out of income earned on foreign 
investment, and the raw materials produced in South-East Asia 
were vital in trading with the expanding United States. 
Between the wars, this whole structure of trade based on 
steady capital expansion was seriously weakened. Western 
Europe ceased to be a large exporter of capital. By 1938 all 
foreign lending had ceased. The United States did not take its 
place. After a hopeful but inexperienced spurt in the ‘twenties, 
foreign lending fell away. American investment abroad repre- 
sented $8 billion in 1929, and only $3 billion in 1938. By 1939, 
the flight of capital to the United States had counterbalanced 
American lendings in that year and net American investment 
overseas was nil. The war, by ruining western Europe and 
immensely increasing its dependence upon the Wester 
Hemisphere, accelerated a sequence of events which was already 
in train, though not very clearly recognised, long before 1939. 
The question today is quite simply whether the capital expan- 
sion which made possible balanced trade between the nations 
and rising standards of living throughout the world can be 
secured in this century as it was so signally in the last. 
Implicitly at least, President Truman’s Fourth Point recog- 
nises the fact that unless governments take active steps to restore 
the old wealth-creating flow, it is not likely to come about of 
itself. On the side both of the creditors and of the debtors, 
inhibitions impede the export of capital which were absent in the 
heyday of liberal free trade. On the side of the creditors, the 
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a igh and stable fuw of American investment. But before 
the means for achieving such an objective can be discussed, there 
ye difficulties to consider on the side of the debtors. The 
world has changed unrecogmisably since the great days of foreign 


capital investment. The spirit of nattonalism has grown, even 


+ } r > . _- : 
amoiig the staidest macaxbers of the European comeaunity, 
encouraging everywhere a distrust of * foreign capital.” Com- 
munism h lrered into the western wotld and is romning 


rampant in the Far East, carrying with it a passionate Cailipaigia 
against “dollar imperialism.” Many governments are no 
longer ready to permit private investment ia a range of industries 
and services, and may in future extend the list by further 
nationalisation. It American capital could be provided free or 
at low rates of interest to governments to do exactly what they 
wished with there would be few obstacles to American 
“investment ” on the part of the debtors. But there would then 
be no American capital forthcoming to invest. The real task 
underlying President Truman’s Fourth Point is thus to find 
ways and means of tempting American capital out into the world 
each year, on terms which give sufficient inducements to the 
American lender and sufficient safeguards to the non-American 
borrower. 

Once the very wide scope of the Fourth Point is grasped, it is 
easy to understand the multiplicity of agencies concerned with 
it and the difficulty which they all meet in saying what precisely 
the Fourth Point is designed to do. It concerns the United 
Nations, with its “ specialised agencies.” It concerns the Eco- 
nomic Co-operation Administration, and Mr Hoffman has invited 
Dr Isaiah Bowman, an authority on undeveloped areas, to head 
a division devoted to colonial development. It concerns the 
American Import-Export Bank. It interests American exporters, 
who have presented their views to the Government through the 
United States Associates of the International Chamber of Com- 
merce. It affects American industrialists who, through the 
National Association of Manufacturers have given evidence to 
the Economic and Social Council, arguing that given proper 
conditions, the United States should be able to export about 
2 billion dollars of capital each year. The danger is that the 
Fourth Point will be buried in too much interest and too 
much planning, and that the essential aim—the expansion of 

tican investment—may be lost either in a smother of pro- 
Stamimes or in the interstices of responsibility between all the 
agencies concerned. What is needed now is a clear cut line 
of advance on two or three major fronts. 

One obvious approach lies through the ECA and concerns 
an area in which the co-operation of American capital must be 
Possible, if it is to be possible anywhere. The nineteen Marshall 
Countries are not technically “ backward,” yet they have fallen 
behind in the race and have gone under the harrow of war. At 

Same time, they offer some of the stability and familiarity 
Which a foreign investor must seek. Hitherto, both on the side 
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Europe—or the English speaking Dominions—do not provide 
possibilities for investment comparable with those which exist 
in their dependent territories. It is here, in the undeveloped 
areas properly so called, that the major line of advance seems 
to lie. Provided that the technical skill available to the United 
Nations is strengthened and some workable method of co- 
ordination between the various agencies can be established, 
Uno can play a useful preliminary role. Most backward areas 
are Ot in 2 position to profit by intensive capital development 
until certain preliminaries have been worked out. The first is 
to choose between an almost infinite variety of candidates, and 
the advantage should clearly be given to those territories which 
can help to meet the world’s urgent need for foodstuffs and 
primary products. It is significant that American capital has 
gone out sponiancously in search of oil. It will be most easy 
to attract capital to areas likely to satisfy similar American needs 
or to relieve the strain of European demands on American 
supplies. The selection of the projects could be based upon the 
surveys financed either through the United Nations or through 
various American agencies. For instance, ECA has just made 
dollars available for such a study in British Central Africa. 

Once the selection had been agreed, the groundwork of roads, 
railways and public utilities could best be provided by govern- 
ments or by such agencies as the International Bank. The Bank 
has already shown some interest in such activities which, by 
creating minimum conditions of stability, tempt the larger 
private investments to follow. The advantage of entrusting 
this preliminary investment to international agencies is that it 
helps to overcome the local governments’ distrust of “ foreiga 
control ” over the basic services in the community. When these 
preliminaries are completed, the ground is roughly prepared for 
private capital. 

Little in such a programme would be absolutely new. There 
are already numerous missions scattered through the back- 
ward areas, preparing the data upon which judgments can 
be based. Already Americans on their private initiative have 
gone out pioneering in the new and more socially responsible 
type of foreign investment—as, for instance, in the Rockefeller 
experiments in Latin America or such ventures as Overseas Con- 
sultants Inc. in Iran. But the drawback is that all the initiatives 
and ventures are too thinly spread to do more than scratch the 
surface and at no one point do they begin to add up to a bait 
for really big American investment. What is needed under 
President Truman’s Fourth Point is to link the trickles of 
planning and initiative into a few broader streams. The expan- 
sion the world needs can only come if they are canalised into 
two or three great systems—in Africa, in India perhaps, in Latin 
America. If the Fourth Point can achieve this concentration 
and intensification of effort, a new era of expanding prosperity 
is in sight. If not, economic stagnation and political insecurity 
will be the price paid by the western world. 
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The More They are Together 


There was a time within the memory of living foreign 
ministers when pactomania was considered a peculiarly French 
complaint. It str] is, but it has now got into the systems of the 
Americans and the British, and threatens to spread through the 
British Commonwealth. The symptoms are well-known: fits of 
shivering, attacks of fever causing slight delirium, headaches, and 
a desire to travel or form committees. They are not in themselves 
serious, but anything that causes confusion among Foreign 
Ministers must cause some slight alarm. For the confusion 
quickly spreads to the public mind and there induces other 
undesirable symptoms. 

Such confusion is being caused at the moment. The ordinary 
citizen can read in one and the same edition of his newspaper 
that Mr Bevin is travelling to America to sign the Atlantic Pact ; 
that the Council of Europe is being formed in London; that 
Western Union is planning its defences at Fontainebleau ; and 
that all kinds of countries are accepting or rejecting invitations 
to this meeting or that, and attaching conditions to membership 
of this or that treaty. To him it seems that there is a lot of 
overlapping, too much talking and too little action. He is of 
course right, At the moment the picture is indeed confusing. In 
the Brussels Pact, signed a year ago, Britain, France, Belgium, 
Holland and Luxemburg assured one another that, if one of them 
were attacked in Europe, the others would “afford .. . all the 
military and other aid and assistance in their power.” When the 
same governments signed the Atlantic Pact each committed itself 
only to “take such action as it deems necessary, including the 
use of armed force.” Clearly, there is some difference here, 
dictated by the requirements of the American Senate, but 
no one has yet explained what the difference is, and how the 
invoking of the Brussels Pact would affect the application of the 
Auantic Pact. 

The point would seem academic if it did not raise the whole 
question of what now happens to the Brussels Pact and the 
western union jit implies. Does the “hard core” of which Mr 
Bevin once spoke remain, and do the five western countries go 
forward with the “integration” of their military forces and their 
meetings in the Consultative Council of Foreign Ministers (5)? 
If so, they may get a little tired of each other’s company ; for 
their presence may well be required as well in the North Atlantic 
Council (10), and in the Council of Europe (12), to say nothing 
of the Security Council of UN. They will have likewise to watch 
their step in conversation. For in the Council of Europe there 
will be present representatives of Sweden and Eire, who will plug 
their ears at mention of the Atlantic Pact. And there is no reason 
at all why Italy and Norway, when taking part in the North 
Atlantic Council, should not wonder why they do not take part 
as well in the Consultative Council of the Brussels Pact. 

Some people certainly expect—indeed hope—that the Brussels 
Pact will become otiose, and that Britain will concentrate its 
attention on the North Atlantic Council and the Council of 
Europe. Such a view is to be deplored, because there are possi- 
bilities of effective co-operation among the Brussels Pact govern- 
ments which caj;not exist in a wider circle. Pactomania is bad 
enough, but pactomania plus the sort of egalitarianism which exists 
in the United Nations Assembly would be deplorable, and would 
submerge the idea of western union in a welter of dockets and 


minutes. 
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Programme for the Nineteen 


The Organisation for European Economic Co-operation too is 
somewhat handicapped by the number of groups at its head. 
The consultative group of Ministers, the Council, the Council’s 
deputies and the Executive Committee are all responsible in 
varying degrees for its policy ; and the passing of plans and papers 
from one body to the next helps to explain why so much of the 
work since the publication of the OEEC’s Interim Report appears 
epetitive. Now, however, a programme appears to have forced 
its way through the various groups and its recommendations are 
largely based on the earlier Report. In an eight point programme 
the Nineteen agree to seek financial stability at home, to increase 
exports, to reduce dollar imports, to reach a new intra-European 
payments scheme, to co-ordinate their plans for investment and 
colonial development, to increase local food supplies and to 
enlarge the tourist traffic, particularly from the United States. 
These principles are not new, since in general the Ministers’ 
Consultative Group approved them some weeks ago. What is 
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new is that to each principle some suggestions for action. ha 
been attached and a time-table for puiting the suggestion j 7 
practice. 7 

The Executive Committee is, for instance, asked to Propose 
five or six ways of reducing dollar imports for the consideration 
of the member governmenis. (An earlier agreement to Produce 
an all round cut of about 10 per cent appears to have been 
shelved.) Another proposal covers the co-ordination of invest- 
ment plans in the steel industry, in oil-refining and the production 
of nitrogenous fertilizers, in all of which the adding together 
of the separate national plans showed much surplus Capacity 
The exchange of information in oiher fields of development i. 
also proposed to prevent overlapping. Another proposal invites 
the OEEC food committee to study the implications of increasi 
food production in Europe. Yer another lays down an elaborate 
time-table for the bilateral and multilateral trade talks which 
must precede the devising of a new payments agreement. 

It is too early to comment with any certainty on the effective. 
ness of the new programme. Compared with the discussions 
of last summer, progress has been made and the problems of 
Europe are no longer being considered piecemeal. Behind the 
new programme there is an attempt to see the future of the 
Nineteen as a co-ordinated whole. Yet these first steps are 
still timid. The OEEC has no powers beyond moral suasion 
and most of the programme is passed back to Governments for 
action. There is also the danger that the programme itself, with 
its insistence upon the cutting of imports and its hint that the 
new intra-European payments scheme may follow the pattern 
of the last, has been framed to fit the conditions of last year’s 
sellers’ markets and will be less able to deal with the problems of 
over-supply which are emerging in 1949. 
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* x * 


Agenda for Blackpool 


There is a more than usually unreal air about most of the 
resolutions on the preliminary agenda for the Labour Party’s 
Whitsun conference. Many will never be reached, or may have 
to be revised in the light of the Budget and the party’s policy 
statement, both of which will have appeared long before the 
delegates assemble at Blackpool. The general tone of the resolu- 
tions is critical of the Government, both on specific and on broad 
issues, but, as this conference will be largely concerned with 
election preparations, appeals from the party leaders to refrain 
from “ rocking the boat” will probably be met with a less surly 
reception than in the past. 

Nevertheless, these resolutions provide a useful barometer of 
what the rank and file is thinking. They show that the majority 
of members of the Labour Party—in the constituencies at any 
rate—are determined to press for a full-blooded Socialist policy. 
It is perhaps significant that the smaller the organisation, the 
more ambitious its aims become. Sutton and Cheam, for example, 
puts up a long list of industries for nationalisation—heavy 
chemicals, aluminium and light alloys, shipbuilding, water 
supplies, life insurance, building materials, sugar refining, flour 
milling, wholesale food distribution, and the joint stock and 
private banks. Other industries mentioned in the agenda as 
due for nationalisation include armaments, engineering and 
founding, milk distribution, fire insurance and building, while the 
land—an old favourite—is again strongly pressed. By contrast, 
Kingston-upon-Hull adopts a line more in keeping with the 
views of the moderate leaders, and calls for “ consolidation” 
of industries already nationalised before embarking on further 
schemes. 

The two subjects which worry the rank and file of the Labour 
party most are, to judge from the agenda, the high cost of living 
and the administration of nationalised industries. In this they 
are supported by the big unions which otherwise have litle 
to say about the shaping of party policy, although in every cas 
it is their vote that decides the issues. The “reactionary | 
officials of public Boards and the lack of opportunity for workers 
participation are very sore points, and many resolutions criticise 
the Government’s wages policy and urge immediate measures 
to reduce profits and prices. 2 

Conspicuous by their absence are criticisms of Mr. Bevin’ 
foreign policy, Transport House’s anti-Communist measutes 
Mr Strachey’s handling of the food situation. On the 
hand, the flood of resolutions concerning the Minister of 
is a new feature. Mr Bevan, who last year topped the com 
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li for the Executive, is taken to task for not building 

houses cheaply enough, and for appointing the “ wrong” 

pe of people to hospital boards and committees, instead of 
alee the return of good Socialists through an elective system. 
Mr Bevan will probably defend himself without much difficulty, 
fut the agenda provides the material for the kind of good, rowdy 
fun for which Blackpool has so justly earned a reputation. 


* x * 


Relief for Mr Morrison 


Of the twenty-three private members’ Bills, chosen by ballot 
from a much larger number, which were given a first reading on 
January 28th, only eleven received a second reading and have 

on to the Committee stage, from which few of them are 
likely to emerge unaltered, Four were withdrawn by their 
sors—the Government accepted the principle of two and 
were hostile to two others. Two bills, for Spelling Reform and 
the Abolition of coursing, were defeated in the Division Lobby, 
one had its second Reading postponed, and the remaining six, 
including the Bill to abolish tied houses, came too low in the 
day’s business and were never read. 

The Government Whips are probably profoundly thankful that 
the season for introducing private members’ bills is now closed, 
for they are most uneasy when they are unable to dictate the 
action of members. The Leader of the House, Mr Herbert 
Morrison, who always has his ear cocked for possible turbulence 
of failure to put party before principle among his back benchers, 
has also suffered some uncomfortable Friday afternoons. It was 
only a steady haul on a number of silken threads which prevented 
the passing of Mr Seymour Cocks’s Bill to abolish coursing which 
would have infuriated the rural constituencies. On_ spelling 
reform, Mr Morrison could safely abandon the debate to the 
scholastic members, but on the Hairdressers Bill the House politely 
overruled the Government, and over the Analgesia in Childbirth 
Bill, the Government managed to anger both sides of the House. 
This, however, was largely due to a later display of Mr Bevan’s 
habitual contempt for the opinion of Parliament. 

On the whole the quality of the Bills has fully justified the 
restoration of Private Members’ legislation. But even those such 
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as the Anti-Bloodsports Bill ; which were merely the saddling up 
of favourite hobby horses serve a useful purpose, for they expose 
much more effectively than Adjournment Debates certain hidden 
tensions in the community which are the better for being brought 
into the light of day. Some of the Bills, particularly those which 
seek to correct anomalies in the law, serve a valuable purpose 
in righting wrongs with which Government Departments lack 
the energy or the interest to concern themselves. Moreover 
they enhance the dignity of the House of Commons by enabling 
members to follow, on the whole, the dictates of their conscience 
rather than their Whips. It is, therefore, to be hoped that Mr 
Morrison will stomach nis dislike for so unruly a procedure and 
that the Government will grant next session what is not a con- 
cession but a Parliamentary right. 


* * *x 


Italy and the Pact 


The Italian Chamber of Deputies—not without knuckle 
figh'—approved adherence to the North Atlantic Pact by 324 
votes to 170 with 19 abstentions ; last Sunday the Senate did the 
same in a more orderly manner by 188 votes to 112 with eight 
abstentions. These figures represent a remarkable achievement 
by the De Gasperi-Sforza team, which began preparing Italians 
for closer ties with the West only nine months ago. They also 
represent a strong vote of confidence in the government, passed 
by both houses of parliament, on the most violently debated issue 
of its life. Vitally linked with the home front battle between 
Communists and non-Communists, the vote may also be taken 
as reinforcing the verdict of the Italian people themselves in the 
general elections of a year ago. In the interim, most Italians have 
certainly been confirmed in their view that they have had enough 
of the Communists—at least for the present. 

Eighteen months ago Moscow regarded Italy as one of the twu 
places in Europe—France was the other—where it was going tc 
crack the West wide open. This policy is now in retreat, thanks 
largely to Marshall aid and to the determination which led, first, 
to the Brussels Treaty and has now produced the much more 
impressive North Atlantic Pact. It is singularly fitting, therefore, 
that Count Sforza, the Italian Foreign Minister, should be in 
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Washington, along with his French colleague, to sign his name 
on April 4th. 

While the West sincerely welcomes Italy, however, it should 
not blink its eyes to reality. It is obvious that, as some statesmen 
have argued all along, Italian adherence to the Atlantic Pact poses 
for the time being more problems than it solves. For one thing, 
lialy, under the Peace Treaty, is a military liability rather than 
an asset. For another, the greatest contribution it has to offer, 
namely, military bases, appears to be ruled out—at least in peace- 
time, which is the important time. Thirdly, Signor De Gasperi, 
Ihaly’s able and patient Prime Minister, has a right to expect some 
demonstration of the gratitude of the western Powers for what 
he has accomplished ; will they be able to pay off the debt by 
restoring to Rome a higher proportion of its former colonial 
territory than they might previously have intended ? They can 
rest assured that the measure of restoration is a factor of really 
fundamental importance to De Gasperi in maintaining his internal 
position against the Italian Communist Party. 


* * * 


Agreement on Dismantling 


As a result of a combined request presented by the Steel 
Committee of the OEEC for approval to the ECA, reports 
have been published in Britain of a “co-ordinated plan for 
European Steel.” The facts hardly bear out such an ambitious 
description, for there can be no “co-ordinated plan” for steel 
in western Europe if the Ruhr is excluded and the procurement 
made no mention of German prospects. Yet these are decisive, 
and one of the uncertainties in any planning for European steel 
today must lie in the unpredictability of the German situation. 

The level of German industry fixed at Potsdam has been 
steadily whittled away in the last two years, and the gradual 
expansion of the permitted level makes it highly unlikely that 
the present steel figure of 10,700,000 tons a year will remain for 
long as the German limit. The agreement reached this week 
between Britain, France and the United States seems to make 
further rises inevitable in the future. For months the British 
and the French have been opposing the American recommenda- 
tions—the Humphrey Committee’s proposal that the dismantle- 
ment of 167 German plants should cease and General Clay’s plea 
that Germans should once again be allowed to build ships up 
1© 10,000 tons and even beyond. Now the Franco-British opposi- 
tion has been withdrawn. Two-thirds of the Humphrey proposals 
—representing 150 factories—has been conceded and the Germans 
may now build ships up to 7,000 tons. Since the new figures 
increase German steel capacity by about one million tons, it is 
most unlikely that the German pressure to increase steel output 
will cease, or that it will be less successful in the future than it 
has been hitherto. 

What should be said of the new concessions ? The Economist 
has always maintained that the whole conception of industrial 
disarmament was disastrous and that the restoration of Germany’s 
power to produce was an essential element in final pacification. 
But it is nevertheless true that the methods whereby the restora- 
tion of German industry is being achieved are politically as ill 
conceived as it is possible to imagine. German pressure is proving 
successful just as Germans are recovering their old aggressive 
self-confidence. They are, in fact, being given every inducement 
10 believe that they can “get away” with anything, and it is 
deeply disturbing that at this juncture a man of such a blameless 
anti-Nazi record as Dr Adenauer should publicly dispute the 
Allies’ right to administer Germany on the grounds that the 
German Army and not the German people capitulated in 1945. 
The words have an ominous ring and only underline the need of 
making the Allies’ few instruments of lasting control—the Ruhr 
Authority and the Military Control Board—into really decisive 
and effective instruments. 


* * * 


Greater East Asia—New Style 


The Chinese Communists have still to consolidate their 
power in China, but already the fame of their victories has given 
them a prestige among East Asiatic peoples corresponding, in a 
new context, to the traditional ascendency of Chinese civilisation 
in the region which the Japanese militarists hoped to unify under 
the rule of their divine emperor. Participation in the Allied 
victory over Japan has not given China the material strength to 
take over Japan’s former leading role in the Far East, but Com- 
munists in neighbouring countries now tend to look to China 
for inspiration and jeadership. For it is the Chinese Communists 
who have mow ach'eved results in the Marxist-Leninist. cause 
second only to the Soviet Unicn itself, and these results are even 





THE ECCNOMIST, April 2, 1g4g 


more immediately influential than the Soviet example for Peoples 
long accustomed to accept cultural guidance from the Middle 
Kingdom. 

Japan, humbled by defeat and occupied by troops of a western 
nation, no longer aspires to lord it over the Chinese, but it retaing 
something of the sense of East Asiatic solidarity which fo 
supplemented national chauvinism in the programme of the 
military party, and provided ideal justification for a policy of 
expelling western nations from the Far East. The anti-American 
propaganda of the Chinese Communists makes an obvious appeal 
to Japanese minds so recently schooled to regard Pearl Harbour 
as a heroic blow against American imperialism ; and the more 
Chinese Communism gains in strength, the more can it present 
itself as a movement for complete emancipation of East Asia from 
Western control and influence—even from the tutelage of Russia, 
for Russia also is Western in Chin¢se or Japanese eyes. 

The Japanese Communist leader, Nozaka, has been talking to 
American journalists in terms which indicate a policy of linking 
up closely with the Chinese Communists instead of looking only 
to Moscow for guidance. Such publicity may be purely tactical, 
with the intention of persuading American opinion that the 
Japanese Communists are not Soviet stooges and that therefore it 
would not matter to the United States if they came to power jn 
Japan. But it is going rather far in tactics for the Japanese 
Communist Party to appeal, as it has done, to the Allied Councij 
in Tokyo for the repatriation of the 400,000 Japanese prisoners 
of war still held by the Soviet Union ; this is certainly sailing 
very close to the wind. Nozaka, under the name of Oka 
worked with the Chinese Communists during the war, and has 
well-established connections with their leaders. If his recent 
utterances express a real tendency for Japanese and other Fag 
Asiatic Communists to gravitate towards Peking rather than 
towards Moscow, a new “ Sino-Cominform” may be created 
with Mao Tse-tung as a rival prima donna on the international 
Communist stage. 


After Havana, Annecy 


The work which is being done under the aegis of the Inter- 
national Trade Organisation will be carried a step further at a 
conference which opens next Tuesday at Annecy. This con- 
ference is to be officially known as the third session of the 
Contracting Parties to the General Agreement on Tariffs and 
Trade, and is the result of the agreement signed by 23 countries 
after the 1947 meeting at Geneva of the Preparatory Committee 
charged with the establishment of an International Trade 
Organisation. This General Agreement did two things. It antici- 
pated the Charter of the ITO by providing a code of commercial 
conduct which was signed by these 23 countries without waiting 
for the long delay that would have to elapse before the ITO was 
finally launched. In the second place it achieved a considerable 
reduction in tariffs by the process of a long series of bilateral 
negouations in which the concessions were extended to all parties 
through the operation of the most-favoured-nation clause. Since 
the General Agreement was signed in Geneva the Havana con- 
ference has taken place at which a definitive text of the Inter- 
national Trade Organisation Charter was agreed and signed by 
representatives of 53 nations. Ratification of these signatures 
has not yet begun and in this all the signatories but one are 
awaiting the necessary and logical lead from the United States. 

Meanwhile, however, more countries which signed the Havana 
Charter want to proceed with the good work of negotiating 
tariff reductions. Twelve of them have asked to adhere to the 
General Agreement. They include Sweden, Denmark, Finland, 
Italy and Greece. These postulants will go to Annecy to engage 
in a round of tariff negotiations with the 23 existing signatories of 
the General Agreement. 

Although the existing members will not engage in a second 
round of negotiations among themselves, any concessions which 
are exchanged with the new members will be generalised through 
the operation of the most-favoured-nation clause. } 
discussions at Annecy will be concerned in the first place with 
suggested amendments of the text on the General Agreement 
on Trade and Tariffs. Agreement on these amendments s 
be reached in a matter of three or four weeks. Thereafter the 
tariff negotiations will begin and may take anything up to four 
months. 

The road towards the full establishment of an International 
Trade Organisation is thus proving long and laborious. The 
value of the work which is being done in this cause will become 
more clearly apparent when tarifls begin to reassert them- 
selves as an impediment to international trade over a Jarge 
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A delicate 


operation 


The manufacture of medical 
equipment often involves the 
most delicate precision work. 
An experimental X-ray appara- 
tus was being built. It was found that a lug on a cast aluminium 
bearing had to be heightened by an extension piece. The fine 
limits imposed made fusion welding impossible. The solution? 
A B.O.C process, Aluminium Brazing, did the job perfectly. 
From the lightest industry to the heaviest, B.O.C processes are 
making an immeasurable contribution to Britain’s advance in 
every ficid. 
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OF The fable of the fish and the faets 


There was once a Fish so huge and old and cunning that no-one said him nay, and 


















so wonderfully ugly that his friends avoided the subject. ‘‘ Great king ! ” cried a school 
of small whales, saluting as they passed. ‘‘ Tide-breather ! ” ‘‘ Stream-snorter !” 
** Storm-swallower !”’ The Fish grinned terribly. “‘ Poetry,” said he, “ Poetry... 


Now, in plain human prose, what am I but so many tons of cooking fats...” 


There’s a time for rhetoric and a time for simple statement. TI, if they liked, might describe 

their manifold production processes in terms to make a pageant seem prosaic. They 
would rather tell you that their direct exports for 1947-8 amounted to over {/10,000,000, 
that, if indirect exports are included, they made well over £1 out of x. 
every £100 won by the whole country in overseas markets. Every 
£1 earned that way is worth a cwt. of orchestral accompaniment. 
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part of the world. The concessions made by the United 
States after the Geneva discussions have undoubtedly played 
their part in swelling imports into that country during the past 
year, All this work is an act of faith in the prospect of the 
ultimate disappearance of exchange controls and quantitative 
restrictions on international trade. If and when that day dawns 
the thousands of man years that will have been spent in elaborat- 
ing the ITO Charter and engaging in unreal tariff negotiations 
will find their ultimate justification. 


* * x 


Points About Points 


With the removal of more foods, including many imported 
cheeses, from the points system and the down-pointing of others, 
it is time that the future of the system and, indeed, of rationing 
as a whole was carefully thought out. Over the last year, more 
and more foods have been taken off points whereas the total 
number of points allotted to each ration book has remained 
virtually unchanged. The result is that a great number of points 
remain unspent. Of the foods that are still pointed, the most 
wanted are probably tinned meats and bacon to help out the 
exiguous fresh meat and bacon rations. But apart from these, 
which are scarce and often too expensive for the average house- 
hold, there is little left for people to spend their points on. More- 
over, the tendency to buy for store, as a precaution against things 
getting scarcer, has largely disappeared. Are, then, points eventu- 
ally to be withdrawn altogether from the rationing system ? 

This seems at present to be the Ministry of Food’s policy. An 
ahernative, which it might well consider, is to place some foods, at 
present on the ordinary ration, on points. This obviously could 
not be done with meat, which is scarce, may well grow scarcer 
and is eminently perishable. But, at the other end of the menu, 
it could very well be done with tea, the consumption of which 
varies greatly from household to household. Between tea and 
meat lie the other rationed foods—fats, cheese, bacon, eggs and 
sugar—that are suitable candidates for points but which might 
produce administrative difficulties if they were accepted. The 
perishability of some of them can be overlooked, for the points 
system has managed to deal with imported cheese. A bigger 
problem is the medical and welfare priorities and, to take another 
example, the agricultural worker’s extra cheese. A solution might, 
however, be found by giving priority classes extra points. 

The great advantage of placing rationed foods on points is that 
it would make it possible for a family which prefers cheese to 
sugar or butter to cooking fat to indulge its choice—at least to 
a certain extent. The variations in supplies would, of course, be 
recognised by giving the scarcer foods, like eggs in winter, a 
high points value. It has become very apparent in recent 
months that the Ministry of Food has never thought out 
how best to adapt its rationing system to postwar con- 
ditions of—with one or two exceptions—increasing supplies. 
A fixed ration, based on a nutritional schedule, is only really 
applicable when food is absolutely scarce and may get scarcer. 
But it imposes a rigid pattern of demand that may well be wasteful 
once food becomes more plentiful. There may be unanswerable 
reasons why this or that particular food should not go on points, 
but if the Ministry has a better way of introducing some reality 
of demand into food consumption, let it produce it. 


* * * 


Israel and the Assembly 


All is bustle on the Palestine truce front, particularly among 
the Israelis. They have waived for the moment al] argument 
with Transjordan about patrol clashes, Jerusalem, the British at 
Akaba, and other debatable matters. Their armistice with the 
Transjordanis is in final draft ; their armistice with the Lebanon 
is signed and sealed, on the basis of a return to the old inter- 
national frontier. They have done their best to start talks with 
the more intransigent Syria, but here they have been baulked 
by a sudden change of government. Elsewhere the general atmo- 
sphere that they have created is for the moment one of parley and 
reconciliation which will stand them in good stead at the session of 
the United Nations Assembly which is due to open at Flushing 
Meadows on April sth. If they are talking peace hard, no one 
will feel inclined to recall how gravely they have flouted the United 
Nations’ authority ; and no one wil] question their admission to 
the organisation, which is one of the subjects on the Assembly’s 
agenda. 

This may be an unfairly sceptical view of Israeli motives for 
patching, this week, their fundamental differences with Trans- 
jordan. But it is up to them to show that the judgment jis 
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unjustified. This they could do at the Assembly meetin 
for the agenda contains (along with controversial items such as 
the future of the Italian colonies and nonsensical items such as 
the addition of Chinese to the official languages) the vital question 
of repatriation and resettlement of refugees. By their attitude on 
this matter, the Israelis can show whether they want tranquillity 
among their immediate Arab neighbours or whether, for the 
present, upheaval and uncertainty would suit better. 

Clearly, Israel cannot have the Arabs back ; its resources are 
fully extended, if not over-extended, by its current absorption of 
immigrants at the great rate of 1,000 a day. It has not nearly 
enough houses for its new Jews, But equally clearly, if it lifts 
no finger to help the people whom it has dispossessed, it creates 
untold trouble for neighbours very much poorer than itself. And 
the most stricken will be Transjordan. How can a country with 
under half a million inhabitants absorb 300,000 angry and indigent 
exiles ? And is it right that all outside help in doing so should 
be sought from the west, and none from Israel ? 

So far, the Israelis have expressed their attitude on the refugee 
problem only in a memorandum handed to the Conciliation Com- 
mission. This states that they cannot reabsorb the fugitives, that 
they will pay some compensation but that against this com- 
pensation must be offset the bid for Arab damage to Jewish 
property. Such an attitude is neither broadminded nor imagina- 
tive. It has an Old Testament ring. Greater vision displayed 
at the Assembly would give greater proof of a real desire to get 
on with the Arab states. 


* 


It is likely, therefore, that throughout the Assembly proceedings 
stormy subjects like the exact demarcation of the frontier with 
Transjordan and the internationalisation of Jerusalem will lie 
dormant. (The Conciliation Commission is not charged with 
reporting on the latter until “the fourth regular session of the 
General Assembly.”) Meantime, the Israelis have moved five 
ministries, ten other government departments and 1,000 civil 
servants into the Jerusalem area. What if more follow before the 
fourth session materialises ? One item on the rump of the Third 
Session agenda runs “ United Nations Guard: item proposed by 
the Secretary-General.” If Uno’s intention that Jerusalem shall 
be international has any validity, this item should provide for an 
increase in the bodyguard of 30 that at present guards the neutral 
ground on which the Conciliation Commission is sitting. Unless 
this area is extended, Jerusalem will quickly grow more Jewish. 
For experience shows that the only means of preventing the 
Israelis from taking what sites they please is passive occupation 
of those sites by other people. 


* * * 


Two Kinds of Diplomat 


It is hard to believe that some diplomatic representatives in 
London of iron curtain countries do not report to their capitals 
roughly as follows: “In London there is complete freedom t 
encourage Communist solidarity and to inform prominent 
Britishers of the achievements of the people’s democracies. 
Through film shows, cultural entertainments, exhibitions, friend- 
ship societies and recreational clubs we can break down reac- 
tionary bourgeois prejudices; and we can also ensure that 
undesirable charges against our countries are answered in letters 
to editors signed with unmistakably British names. Sometimes 
we can even get an MP to sign. As for general intelligence, we 
are free to travel and talk where we wish, and it is possible to 
cat a picnic close even to the most important aerodromes.” And 
the report might end with the classic remark of a former German 
envoy: “the British are fools and we shall never be gentlemen. 

Similar opportunities are denied almost entirely to British 
diplomatic representatives behind the iron curtain, but it 3 
assumed—quite wrongly—by ministers of the interior that they 
none the less engage in similar and even more sinister activilies. 
A member of a British mission who tries to get to know the 
country to which he is accredited is strictly, often ostentatiously, 
watched ; and not even the most correct diplomatic attitude 
restores confidence. In fact, Communists assume that the first 
task of a.Western diplomatist is to spy, the second to plot. 

The Czechs have accused Mr Wildash, the British Military 
Permit Officer in Prague, of urging Czech nationals to plot against 
the state. And these accusations follow on the heels of Bulgarian 
complaints earlier this month against Mr Greenhill, First Secretary 
of the British Legation in Sofia. It is said that he is no lon 
persona grata and must be withdrawn. The explanation is pr 
ably to be found in the fact that Mr Greenhill knows the 
well and that his mame was mentioned several times by Past 
Ziapkov, one of the fifteen Bulgarian Protestant pastors. 
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of treason in a trial which was grotesque even by Mr 
Dimitrov’s standards. London has rejected the charges and Mr 
Greenhill remains at his post, 

It must be tempting to take reprisals of the kind recommended 
by Lord Vansittart in a recent debate in the Lords. But there is 
really nothing to be gained by joining in the Communist game 
of making diplomacy into the opposite of what it should be— 
the skilled management of international relations. It would be 
more effective and to the point if British views on the possibility 
of trading with these countries were seen to bear some relation 
to the way Briush representatives are treated. That there is a 
vulnerable point here is shown by the way in which British fellow- 
travellers frequently refer—in exaggerated and inaccurate terms— 
to the benefits which this country may expect from increased 
trade with Eastern Europe. 


* = * 


The Archbishop and the “Dorcer ’’ Bill 


Lord Mancroit’s Marriage (Enabling) Bill probably came as a 
surprise to many people, Since 1907 a man can marry his 
deceased wifle’s sister and since 1921 a woman can marry her 
deceased husband’s brother. Some people have evidently taken 
it for granted that they were similarly allowed to marry the 
brother or sister of their divorced spouses; they have gone 
through a form of marriage and had children; they now learn 
from Lord Mancroft’s Bill, which would enable marriage in such 
cases, that in fact their marriage is void and their children are 
illegitimate. 

The continued prohibition of these marriages is not an acci- 
dental gap in the law, but has been specifically written into a 
number of statutes. This, however, does not weaken the case 
against it, and of all the members of the House of Lords who 
took part in the debate only the Archbishop of Canterbury and 
the Bishop of London definitely opposed the Bill. Yet it ought 
to commend itself to all reasonable men. It is, of course, per- 
fectly possible to hold that divorce is wrong. The Church of 
England’s attitude to divorce has been equivocal, but if the Bill 
had sought to widen the grounds for divorce the Archbishop and 
the Bishop of London would have been perfectly justified in 
attacking it. As it is, the Bill would only enable some people, 
innocent people, to take advantage of the divorce laws that already 
exist, by enabling them to marry and provide a secure home 
for the children of the broken marriage. The Archbishop’s 
attitude, on the other hand, would condemn these people to live 
in adultery. He based his opposition to the Bill on the quite 
fantastic proposition that the right to marry the brother or sister 
of a divorced spouse would disturb the carefree relationship of 
the family circle of husband, wife and in-laws and introduce 
insecurity or the possibility of insecurity into every home—he 
emphasised, every home. c 

This argument, Lord Simon pointed out, was brought forward 
at the time of the “ Deaser” Act (the Deceased Wife’s Sister 
Act) of 1907, and has been proved false. Most people, thinking 
of their own family circles, will dismiss it as quite preposterous. 
Human passions, as Lord Buckmaster said, are in any 
cas¢ so incalculable that no one can say what the relationship 
between any one man and woman will be, whatever the law 
forbids or allows. The Archbishop’s attitude will distress all 
except the prejudiced, not so much because the Government, in 
consequence, refused facilities for the Bill—the reform is bound 
to come sooner or later—but because it showed him to be so 
totally out of touch with reality on a social question. 


* * * 


Why be a Local Government Servant ? 


According to an article in the April issue of the journal of 
the National Association of Local Government Officers, an un- 
planned exodus from the local government service is forestalling 
the recommendations of a government working party on how to 
cut local authority staffs. If this spontaneous process were 
thinning the most overgrown sections of local government there 
Would be nothing to regret. But, unfortunately, it is often the 
competent who depart leaving the less competent behind. 

To substantiate the stories about the exodus, NALGO carried 
out a survey among its branches. The replies, which covered 
13 county councils, 15 county boroughs, 37 boroughs, 21 urban 
districts, five rural and four Scottish authorities, give a fair 
sample of the urban areas, although it may be that the most 
Stricken areas were the most willing to reply. It is not en- 
couraging: all departments and all grades are affected, though 

architects, engineers, surveyors and finance departments 
suffer most. Of the 1,000 officers reported to have left, every 
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one was offered a higher salary elsewhere, and the variety of 
openings was very wide. In the place of the departing hen 
satisfactory new recruits were often impossible to find. 

The argument used by NALGO to explain this situation is 
based entirely on the relative levels of pay inside and outside 
the service. The drift is attributed to the failure of local 
government salaries to keep pace with the cost of living. But 
is this really the whole story? Even if local government is 
relatively underpaid, would higher salaries stop the drift? At 
the lower levels perhaps, but in the higher ranks the problem is 
of a different kind. It is the loss of power and responsibilty 
which is affecting stability and recruitment quite as much as 
pay. With the steady accumulation of power by central govern- 
ment and the proliferation of independent regional authorities 
local government is becoming the Cinderella of the public services. 
The ambitious man is tempted to join one of the new regional 
boards rather than see the Ministries of Health, Education, Town 
Planning and Works gradually engulf all the interesting work. 

Under such circumstances it is inevitable that local government 
service should cease to attract able men and women. The only 
remedy seems to be redraw local government boundaries and 
redraft local government powers, so that initiative and responsi- 
bility can be given to those centres of population which are 
sufficiently cohesive to encourage local loyalty and of a sufficient 
size to provide local services economically. Until a local govern- 
ment office can work with some independence from Whitehall, and 
can carry out the key local services itself, good men and women 
will not enter it. . 


* + . 
Catering Wages 


At a press conference this week, the British Hotels and 
Restaurants Association and the Caterers’ Association declared 
their objection to the recent proposals for regulating wages in 
the catering trade. At present, a wages order is in force only for 
licensed hotels and restaurants. It came into operation in time 
for last year’s holiday season and led to a considerable increase 
in costs for the hotel industry and a lowering of its standard of 
service. Since then, to meet some of the employers’ objections, 
the wages board has published a draft amending order. This 
proposes that overtime should be calculated on the basis of a 
96-hour fortnight instead of an eight-hour day, thereby taking 
into account the fluctuating activity of the hotel trade. It also 
considerably reduces the extra payments that have to be made 
when the hours of work are “spread over” a large part of the 
day. The pay for work at Christmas and on Bank Holidays 
is to be reduced from three times to two and a half times the 
rormal rates. 

About the same time as these revised proposals were published, 
the wages board for unlicensed establishments put forward its 
propoals for regulating the pay of workers not only in unlicensed 
hotels but in the lowliest seaside boarding house. The proposals 
are on the same lines as those for licensed establishments—that is, 
they include provision for extra payments for overtime, “ spread 
over” work and work on public holidays—and if the code for 
licensed premises is too complicated how much more so must 


From The Economist of 1849 


March 31, 1849 


Half the ills of the world—we remember hearing a 
venerable senior say, many years ago—come from men not 
sitting quietly in their arm-chairs: Restless ambition— 
whether it exists in rulers aspiring after increased power and 
dominion, or in humbler individuals eager to become railway 
kings or commercial millionaires—has too often spread ruin 
over happy families and prosperous nations. Vehement 
action not guided by far-reaching knowledge is necessarily 


destructive. In comparison to the savage, civilised man 
boasts of incessant activity: his wants goad him to continual 
exertion, and monitors of various kinds are always urging 
him into action. If the savage, who spends much time in 
repose, frequently does enormous mischief when roused into 
action, may we not infer that much of the micessant activity 
of civilised man is destructive, and that the venerable senior 


had good ground for his remark ? If true at any time, it 
must be especially true when applied to individuals managing 
the affairs of nations. The art of politics seems to become 
difficult, as nations increase in numbers and magnitude ; and 
as the incessant activity of civilised man is carried into the 
art, much more will be done than can be. justified. 





A PA OG HARE IR RO ESAS Bang SIN. ae 


ee a eemeineeiinnalinns 


'4@ 

; 

: . 

ine 

22 a - 

io oa 

thd 

ai > © 
+e e 
% a By 
aa 4 

Hae 

ele hp 
Pe ; 
i i 
RS OB 
aa 

i 

HE 
<Q f 
i > 

i re: cs ae 
‘ iB: 

E 


if 
is 
ue 

4 








Shae th ln A aT I stem oy mmc tir ten o> Rymgerer ena 


ee ee ee 


i 
+2. 
is 
it 
+t 
3 
ip 





606 


be the proposals for smal] guest houses and boarding houses ? The 
Hotels and Restaurants Association is objecting to them as being 
quite inapplicable to an industry composed for the most part of 
iiny Owner-operated businesses. ; 
The complexity of both orders is, however, not the main 
objection to them. More important is the fact that they mean 
an almost inevitable lowering of standards of service in British 
hotels and boarding houses. Compared with the existing 
order, the new proposals are an improvement in_ that 
they do not penalise the employer who provides good 
service quite so severely. But any provision for extra payments 
for “ spread over” work is bound to encourage hotel proprietors 
io reduce their services to fixed hours ; and 10 make them incur a 
heavy penalty for providing a decent service on public holidays 
when, of all times, the public most wants a decent service is 
absurd. The last report of the Catering Wages Commission said 
that if a wages order made it impossible for the catering industry 
“to provide the public with a satisfactory service,” it would con- 
sider it its duty to inquire into the order and make recommenda- 
tions. It is to be hoped that it is carrying out this promise. 


Shorter Notes 


Portugal has now decided to join the Atlantic Pact, and its 
Foreign Minister, Professor Caeiro da Mata, has belatedly set 
off to join the other foreign ministers at the signing ceremony 
in Washington. The preliminary fuss over Portuguese commit- 
ments in the treaty with Spain has subsided as quickly as it arose. 
The treaty itself called for no more than consultations if either 
party wished to enter into any other international agreement ; 
it hardly justified the air of mystery and» doubt. which the 
Portuguese Government created. It seems more probable that 
Dr Salazar and General Franco were trying to find some sort of 
lever by which Spain could be hoisted back into the western 
fold. The attempt appears to have been abandoned—for the 
moment at least. 


Letters to 
Efficiency in the Mines 


Sir,—Discussions about the economic efficiency of public 
corporations appear On some Occasions to take a wrong course 
because one of the objectives of nationalisation is lost sight of. 
The last sentence of your note in The Economist of March 26th, 
although technically correct, leaves exactly that impression which 
gives rise to such errors. You say that “ Mr Pearson’s words 
make it clear that the miners, and their leaders, have still a lot 
to learn before they begin to understand that a nationalised 
industry, like a private enterprise, must be an economic under- 
taking.” But is not the important thing to be understood that 
nationalised industries must not only be governed by the economic 
principles which are applicable to private enterprise but also by 
certain outside factors which we may call external economies ? 
These external factors fall into two classes, I suggest. 

Firstly, the effect of any change must be considered in relation 
10 the earnings of nationalised industries as a whole and certain 
oiber Government accounts. For example, any action which 
would reduce the deficit on the National Coal Board’s accounts 
by £1,000,000 is manifestly undesirable if in consequence Govern- 
ment expenditure on unemployment pay rises by more than 
£,1,000,000. Also, the cost of transferring employees from one 
district to another must be considered and this should include 
not only the cost of the actual transfer and the new dwellings, 
eic., but the various repercussions on other industries as well. 

Secondly, as the welfare of a nation is only the sum of the 
welfare of the individual members of that nation the increase in 
the welfare of a nation resulting from a change in organisation 
or methods must be measured against the decrease (if any) in 
the welfare of those employees directly affected.—Yours faithfully, 

22, The Gardens, Watford, Herts E. B. PALMER 


Changing Capital Market 


Sir,—To one watching events from this distance, one of the 
main reasons for the drying up of risk capital referred to in your 
article on March §th seems to be the deliberate discouragement 
of the small investor in England. 

The quite definite trend of opinion that wealth in any degree 
is bad and the disrepute which attach to the words “Capital ” 
and “ Capitalist,” make it appear that savings (which are capital) 
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A last minute attempt was made in the House of Commons 
Tuesday to annul! the new regulations for the new General Certifj. 
cate of Education which would fix the minimum age of 16, 
Unfortunately the debate divided on party lines instead of being 
an all-party search for the best methods of education. Members 
opposing the minimum age limit sought to induce the Minister 
of Education to give a clearer explanation of the reasons lyj 
behind his decision and to discover the Ministry’s views of what 
the results would be. They were totally unsuccessful. 

a 


Middlesex County Council is getting itself still deeper into 
the slough created by its refusal to allow children living within 
the area of a comprehensive school to take the ordinary entrance 
examination to the grammar schools. A stream of protests from 
parents, who want their children to go to a grammar school rather 
than to become guinea-pigs in a comprehensive school, is now 
being received. They quote the provisions of the 1944 Education 
Act, which stipulates that “ so far as is compatible with the provj- 
sion of efficient instruction .. . and the avoidance of unreasonable 
public expenditure, pupils are to be educated in accordance with 
the wishes of their parents.” The County Council is obtaining 
the opinion of leading counsel as to whether this means that 
parents are entitled to choose a grammar school in preference to 
a comprehensive school. The Ministry of Education is sticking 
to its seat on the fence by means of most guarded and circum- 
locutory statements. e 

Recruiting for the armed forces in Canada has been exceptionally 
good during the past few months. At the end of February, the 
strength for active service was nearly 41,000 which is the highest 
figure ever reached in peace. There are also some 40,000 men in 
the reserve forces. These figures, as a percentage of the total 
population, are, of course, minute compared with those of the 
United States and Britain, but they show Canada’s growing deter- 
mination to put what it can inte the common pool of the Atlantic 
Pact. 


the Editor 


are evil. Added to this are the substitution of state security for 
individual! foresight, dividend limitation, compulsory expropriation 
of investments in industries which are being nationalised and heavy 
taxation, all of which can only encourage the spending of the 
whole of one’s income. 

No reform of the Stock Exchange (which itself shares in the 
general disrepute) can help if the sources of private savings 
diminish.—Yours faithfully, E. R. CyiLpe 

Hong Kong 


Beauty or Barracks 


Sir,—In your well-justified criticism last week that the London 
County Council lags so far behind the first rank in postwar 
building, you suggested that “If the opposition in the LCC 
desire a rallying cry for the coming election, they might promise 
to replace the present Housing Committee with people possessed 
of a greater feeling for the character and potentialities of the 
world’s largest city.” 

As a result of the last LCC election three years ago, at which 
no more than 26 per cent of the London electorate voted, the 
Conservative opposition have only seven members out of the 
twenty-eight who compose the Housing Committee. They have 
been continually pressing to secure more careful consideration for 
matters of design and layout, but their efforts have been resisted 
and frustrated. As long ago as February, 1947, the Conservative 
leader on the Housing Committee, Mr John Hare, proposed as 
a forward step the appointment of two, sub-committees, one 10 
be responsible for general layout and design on the Council's 
housing estates, and one for examining in detail the plans for each 
individual housing scheme as they were brought forward for 
approval. Defeated on this in Committee, the Conservatives took 
it to the Council, but the solid Labour majority accepted the 
advice of the chairman of the Housing Committee that it was all 
quite unnecessary. 

Some months later the need was raised again on the Annual 
Estimates by another Conservative, Lady Pepler, who moved 
“that the Housing Commitee be instructed to give greater atten- 
tion to the qualities of design and layout in the Council's schemes. 
Regrettably this was opposed and rejected on a division, the 
Labour and Liberal and Communist members of the 
voling against it. 

It is the newsprint shortage which prevents the proceedings of 
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the LCC from. being. as. widely seporied as their importance 
deserves.— Yours faithfully, HENRY BROOKE. 


The County Hail, London, S.E.1 


Co-Ownership in Industry 


Sirn—In your issue of March 26th, in the course of your 
comments on the Liberal co-ownership proposals, you observe 
that it cannot be confidently affirmed that the form of co-owner- 
ship, compulsorily imposed, will elicit that spirit of partmership 
which all parties agree is urgently needed. 

Now, it is true that many employers do not like the idea of 
sharing their profits with their workers, and that most of those 
employers who have intreduced such schemes do not like the 
idea of their being made compulsory. On the other hand, most 
trade unionists are suspicious of voluntary profit-sharing schemes 
introduced on the initiative of the employer and withdrawable 
by him as being primarily designed to increase the profits of 
the stockholders and also, perhaps, to weaken the bargaining 
power of the union. If the employer were required by law to 
share his profits such suspicions would, perhaps, be less likely 


Books and 


Jonah and the Whale 


“ The American Democracy.” By Harold J. Laski. Allen & 


Unwin. 785 pages. 25s. 


EVERYONE who has watched Professor Laski’s long Laccoon 
wrestle with the revolution of our time will have been impatient 
for this volume. The champion who harnessed Marx to the 
oarty of Clement Attlee, who turned the Communist Manifesto 
io the purposes of the Labour Government of 1948—how would 
he contrive to clap the darbies of the dialectic upon the wrists 
of the capitalist democracy of Roosevelt and Jefferson, of Mr. 
Justice Frankfurter and Mr. Justice Holmes ? Not since Acton 
wrestled with Rome has there been a match so evenly balanced, 
with old acquaintance and observation so tensely at odds with 
precept and dogma. The result was bound to be a bout of no 
niean duration, an all-in effort with few holds barred. 


And so indeed.it is. For close on 800 pages Professor Laski 
wrestles with The American Democracy in its every manifesta- 
tion from politics to pulps, business, labour, education, culture, 
minorities, foreign policy—all these and more are taken up in 
turn, tested, and broken. The technique seldom varies; an 
examination of the theme, often with an extended statement of 
Professor Laski’s views on it, not necessarily cramped by 
relevance to the American context; then an exposition, often as 
generous as it is learned, of American achievements in that 
department ; finally a demonstration, more sorrowful than irate, 
of the imadequate or “interstitial” character of the American 
solution. and an apocalyptic warning of a woe to come. By the 
time One has watched this technique employed half a dozen times, 
“jt is difficult not to feel” (as Professor Laski would put it) a 
certain cumulative tedium, a depressing foreknowledge of the 
argument which not even all the author’s erudition can assuage. 
An obsession with the apocalypse needs to be married to a very 
remarkable diversity of treatment if prophecies of doom are not 
to be written off as cries of “wolf!” There is no mistaking 
Professor Laski’s sincerity, but his gross repetitiousness, his 
addiction to the undistributed middle, his preference for the 
abstract over the concrete, all rob his dialectic of the iron urgency 
it naturally requires, 

Even if one were to accept the accuracy of the Laski-Marx 
diagnosis, that a non-socialist America is a non-democratic 
America, the application of the argument in these pages still lacks 
conviction, It is too much imposed from the outside ; for some- 
one whe knows his United States as well as Professor Laski 
knows them, he has singularly failed to capture the actuality of 
the civilisation he is dissecting. Repeatedly one is pulled up short 
by the realisation that the object of these abstractions and 
criticisms is not the United States one knows in day-to-day 
existence, until one senses, suddenly, that many of his pages 
are not about strictly contemporary America at all, but are the 
pressed flowers of an earlier experience. For Professor Laski 

has harnessed the time-machine to the dialectic, with the curious 
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to be aroused; indeed, the Liberal proposals go some way 
towards meeting demands for “ workers’ control” and the “ con- 
trol of profits” which a considerable section of trade unionists 
have been seeking in vain from the Labour Party. Compulsory 
co-ownership is, perhaps, more likely than voluntary profit- 
sharing to secure the wholehearted co-operation of trade 
unionists in the production drive. 


If most employers do not like the idea of legislation requiring 
them to share their profits with their workers, most workers are, 
perhaps, likely to welcome it. If the task is to elicit the full 
co-operation of the worker, then it is at least arguable that the 
legal right to share in profits is more likely to succeed even 
than a very general introduction of profit-sharing on the initiative 
of employers. The latter would probably adapt themselves as 
rapidly as good trade unionists do to successful voluntary schemes, 
and would, of course, continue to have every reason to continue 
to run their businesses as efficiently as possible. If we want to 
get a response from the workers, it is surely to their demands and 
aspirations rather than to those of the employers that we should 
pay attention.—Yours faithfully, PauL Derrick. 


Cold Ash, Newbury, Berks 


Publications 


result that we have the America of the 20’s depicted by a Socialist 
of the 40’s. The New Deal is recognised, but like old stock, it 
is written down. The war is admitted, but there is 'ittle serious 
attempt to measure its impact. Postwar America gets more 
cavalier treatment still. There is a curious indifference to mile- 
stones like the Lilienthal-Acheson Report on atomic energy, or 
to the implications of the Marshall Plan, or to the continuing 
liberalism of the Truman administration. Ought not a Chairman 
of the Labour Party to have shown a more generous awareness of 
phenomena suca as these ? 

These and other defects of The American Democracy make it 
a book hardly worthy of its great theme, or its distinguished 
author, Yet greatness and distinction are qualities hard to 
suppress entirely, especially for 800 pages. And sure enough, 
they flash out in the final chapter, “ Americanism as a Principle 
of Civilisation.” Here there is a Clarity, a verve, a penetration 
and a sympathy which, even when one dissents from the course 
of the argument, leave one wiser than when it began. Here, for 
a few pages, one gets away from the rumble of the Apocalypse 
and the yellowing files of the Nation, and gets a sense of the 
greatness, the promise and the individuality of America. 


Chemical Industry 


“ The Earliest Chemical Industry.” By Charles Singer. London. 
The Folio Society. 352 pages. 55 copies bound in crushed 


morocco, £26 5s each. 1,025 copies bound in buckram, 
£10 10s, each, 


THIS is a very remarkable book. The firm of Peter Spence and 
Sons Ltd. reached its centenary in November, 1946, and desired 
to commemorate it by some lasting memorial to the founder of the 
firm. As his great-grandson, Mr Derek Spence, the present 
Managing Director of the firm, explains in the preface it was 
thought that “his achievements would be happily and fittingly 
commemorated by a history of the industry which he trans- 
formed,” namely, the manufacture of alum. 

So far, there might seem to be nothing very unusual in the 
project. But Mr Spence was fortunate in being able to persuade 
Dr Charles Singer, President of the British Society for the Study 
of the History of Science, to undertake the task, and the firm 
resolved to bear the expenses of publishing the book in the most 
lavish and beautiful form. The result has been to produce 
something that is at once a work of profound learning and research 
and a very fine example of book-craft, on which all concerned (not 
forgetting the printers, the Chiswick Press) deserve congratulation. 

The knowledge and use of alum as a dyer’s.mordant goes back 
to the very earliest times. As Dr Singer remarks (in a passage 
which will serve to characterise the book) 

The earliest known written reference to a substance that can be 
identified as alum is in a medical prescription in the famous Ebers 
papyrus of about 1550 Bc. . . . It will be asked how is this particular 
group of hieroglyphic signs known to signify alum? The answer 
involves a digression on the history of the knowledge of the ancient 
Egyptian language and script. 
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so on for several pages. Once he appreciates the copious 
yality of Dr Singer’s learning, the reader is no longer surprised 
a find the frontispiece of the book consisting of a beautiful 
¥ oured reproduction of Pinturicchio’s “ Apotheosis of Pope 
Paul I” (The Pope attempted to maintain a monopoly in alum 
and use the proceeds to finance resistance to the Turks and to 
succour Byzantine DPs) nor to find the narrative ranging from 
Aristotle through Luther to Lavoisier and Davy. 

It is difficult to imagine any way in which Messrs Peter Spence 
and Sons Ltd. could have commemorated their centenary that 
would have brought more credit to themselves or more pleasure 
and profit to the readers of the book they have sponsored. 


Essential Theory 


«The Veil of Money.” By A.C. Pigou. Macmillan. 150 pages. 
8s. 6d. 


Professor PiGou avows the intention, in setting out to write “ The 
Veil of Money,” of providing “ something thoroughly elementary.” 
He adds that this intention has not been entirely fulfilled ; and 
he is not mistaken. It is true that this is, in a sense, an elementary 
book.’ It deals with the elements, the essential bones, of monetary 
theory ; first with the nature and functions of money, including 
so much of value theory as is needed to display the mechanism 
of the price system, then with the size of, and variations in, total 
money income under different conditions of demand and supply— 
of interest rates, velocity of circulation, real investment, and real 
and money rates of wages. The nearest Professor Pigou comes to 
practical problems is a highly formalised discussion of wartime 
inflation and of cheap money policy ; indeed, he expressly excludes 
current affairs from his purview. 

Simplification, however, does not mean simplicity. He goes 
very little of the way to meet his readers ; he has no mercy on 
the lazy-minded, and no use for the pedagogic apparatus of simile, 
metaphor and outright parable with which Professor D. H. 
Robertson, for instance, eases and enlivens his treatment of such 
topics. He restricts himself to an austere, supremely competent 
and spare, uncompromisingly direct translation into verbal 
tems of a number of essentially mathematical statements 
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of relationship, backed by a minimvgn of information about money 
and banking institutions and reference to historical fact. This is a 
highly respectable, and indeed both intellectually and aesthetically 
satisfying, way of writing ; but even those prepared to make the 
necessary effort in response may find themselves, at the end, 
rather at a loss to apply what they have learned to a better 
understanding either of the economic world or of other economic 
statements. For instance, Professor Pigou pauses more than once 
to note that such and such an expression corresponds to such and 
such a concept in Keynesian terminology ; but the parallel is 
never consistently worked out. It is a foundation or skeleton 
rather than a complete and serviceable structure which Professor 
Pigou offers ; those who build upon it must provide their own 


materials, But they can trust that foundation to be well and truly 
laid. 


Shorter Notice 


“ Oxford Economic Papers.” (New Series.) O.U.P. 144 pages. 
12s. 6d. 


“ OxForp ECONOMIC PaPERS” has in the past been published occa- 
sionally, eight numbers in all having appeared between 1938 and 1947. 
Its editors have now committed themselves to twice-yearly publica- 
tion, offering a substantial periodical of the highest academic standard, 
preponderantly concerned with economic theory but expected to 
include from time to time articles on kindred subjects such as economic 
history and public administration. This first number of the new series 
opens with a characteristically practical and thought-provoking article 
on “The Function of Exchange Rates,” by Sir Hubert Henderson, 
who sees, in the readiness of economic opinion today to use variations 
in the foreign exchanges as an instrument of employment policy, 
evidence of dangerous unrealism, It also includes a valuable, if rather 
disheartening, assessment of Britain’s bargaining power, by G. D. A. 
MacDougall, based on the statistical importance of her trade with 
different countries; an account by F. Wilson (described by its 
author as dull, but in fact far otherwise) of programme-building and 
allocation in wartime, with conclusions bearing on the planned 
economy ; and four formidable essays in pure theory, dealing respec- 
tively with the theory of the individual firm, with consumers’ behaviour, 
with the nature of the rate of interest (this last backed by a study of 
security prices) and with the relation between particular value theory 
and the theory of employment. The authors of these are P. S. 
Andrews, I. M. D. Little, G. L. S. Shackle, and B. R. Williams ; 
and all seven contributors set a high standard for the new venture. 


AMERICAN SURVEY 





Life Insurance and Public Policy 


(From Our American Staff) 


pee preoccupation of Congress with urgent foreign and 
domestic legislation has postponed consideration of a 
number of longer-term problems. Among these is the proposed 
investigation of life insurance companies sponsored by Mr 
Celler, of New York, and Senator McCarran, Chairmen of the 
House and Senate Judiciary Committees. If it is decided that 
an investigation is warranted, it will be the second time that 
Congress has conducted an inquiry into the affairs of the 
insurance companies and their immense financial resources. 
The first was carried out by the Temporary National Economic 
Committee in 1939-40, when it attempted to assess the growth 
of monopolies and the concentration of economic power. 
Until 1944 the regulation of life insurance companies was 
exclusively the concern of the states, and their business was 
believed to be exempt from the federal anti-trust laws. When, 
in that year, the Supreme Court ruled otherwise, Congress 
passed a special Act exempting the insurance companies from 
the anti-trust laws until June, 1948. This gave the state 
regulatory authorities time to re-examine the effectiveness of 
it supervision. The industry is now subject to the anti-trust 
ws, but only to the extent that state regulation is inadequate. 
It is not yet certain what direction the proposed new investi- 
gation may take. This year, however, the public interest in 
¢ life insurance business is more likely to be defined in terms 
Credit control than of anti-trust regulation as it was ten 
years ago, Mr Celler believes that the financial resources of 


the five largest companies enable them, should they so desire, 
to nullify the credit policies of the Government, a possibility 
heatedly denied by the insurance companies. 

Since 1920, the assets of the life insurance companies have 
increased from $7.3 billion to $55.4 billion, and are second 
only to those of the commercial banks and the Government 
itself. More than half of this growth has taken place in the 
last eight years, reflecting the low level of withdrawals due to 
lapses and surrenders, the phenomenal increase in new business 
which followed the war, and the replacing of the investment 
losses suffered during the depression by capital gains brought 
by the boom. The companies have also taken steps to increase 
policy reserves to compensate for lower interest rates on invest- 
ments, and to increase annuity reserves to allow for the per- 
sistent tendency of people to live longer. Four out of five 
families carry some protection, and this pe is remark- 
ably constant in all income groups but the very lowest. The 
average for policy-owning families is $6,000, and for all families 
$5,000. 

> Although the net increase in the assets of the life insurance 
companies was only $3.7 billion in 1948, new investments were 
three times as great. This was made possible by the sale of 
government bonds, mortgage and other repayments and some 
decrease in cash holdings. One-third of the new investments 
were mortgages, and at least two-thirds of these financed new 
housing. About half went into industrial and public utility 
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securities, and a sixth went’ back into government securities. 
In October a report of the Federal Reserve Board drew atten- 
tion to the fact that its effort to keep the expansion of bank 
credit under control was being counteracted by other investors, 
particularly the insurance companies. There was even, for 
a time, some question whether, if the insurance companics 
continued to sell government bonds, the Federal Reserve Board 
could continue to hold down interest rates. In fact, both the 
sales of governments and expansion of credit elsewhere soon 
diminished, but if an investigation takes place, it may be asked 
whether the Federal Reserve Board should not be given power 
to’ control the lending policies of the insurance companies to 
keep them in step with those of the commercial banks. 


* 


Over the past forty years the operations of the life insurance 
companies, despite their size and importance, have attracted 
remarkably little public attention. This may have been 
because the era of the buccaneers was brought to an early end 
by an investigation in New York State in 1906. It was this 
investigation which made Charles Evans Hughes, its counsel, a 
national figure. The inquiry brought sweeping changes in the 
regulations of many states, tightening inspections by state 
insurance departments and, in general, requiring the companies 
to give up their share holdings. The soundness of the reforms 
is attested by the fact that, even during the depression, no 
insurance company which had to satisfy the severe require- 
ments of New York law (because it was incorporated in the 
state or did business there) did in fact fail. 

In the past decade or so, there has been some relaxation of 
the strict prohibitions relating to investments, partly because 
of the difficulty of finding adequate investment outlets for the 
funds of the insurance companies, partly because of a feeling 
that the overriding necessity for security of investment need 
not “sterilize” quite so large a proportion of the nation’s 
savings. The Institute of Life Insurance has estimated that 
insurance and pension reserves, both governmental and private, 
represented about three-quarters of the liquid savings of indi- 
viduals in 1948 and, except for the war years, about half the 
yearly liquid savings of individuals since 1933. Any new 
Congressional investigation of life insurance operations might 
raise the question of how far the companies might reasonably 
go in providing equity capital and in meeting the needs of 
small business. 

In 1938 the New York insurance law was amended to allow 
investment in low-rental housing, up to 1o per cent of admitted 
assets. A number of large housing estates have been financed 
by the insurance companies, but present costs make new de- 
velopments unattractive. Most state laws have been amended 
to permit limited holdings of preference shares, and some 
allow small purchases of common shares. But the companies 
have feared the effects of fluctuations in market value on their 
surplus, and have taken little advantage of these relaxations. 

When the Securities and Exchange Commission conducted an 
investigation of the life insurance companies for the TNEC in 
1939 and 1940, it could find no evidence that insurance com- 
panies control business management, except as the accidental 
result of salvage operations after defaults. In the last few 
months, a New York State legislative committee has also 
investigated the investment policy of the companies, and in 
particular, the acquisition of securities through direct purchase 
(“ private placements ”) in the belief that these give the lender 
greater control over the borrower’s affairs than securities pur- 
chased competitively in the open market. 

Private placements became very important in 1948 as a 
result of an upsurge in industrial borrowing from the life 
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insurance companies. (The public utilities and railroads are, 
for the most part, required to offer their securities on a com. 
petitive basis to the highest bidder.) A sharp decline in both 
long-term and short-term bank loans to business also indicates 
that borrowers, who in years of greater monetary ease might have 
been accommodated by the banks, turned to the life insurance 
companies. Uncertain conditions in the financial markets 
further enhanced the tendency to resort to speedier, more 
certain, and less expensive, private placement of new issues, 
As a result, private placements now account for one-tenth to 
one-quarter of the assets of some of the larger companies. But 
testimony was offered in New York, and apparently accepted 
by the committee, that if any issue of economic control existed, 
it was no greater for debt obligations purchased privately than 
for those acquired in the open market. It was also pointed out 
that the companies are subject to detailed examinations by the 
state insurance commissioners every three years, who would be 
certain to detect any abuses. 

In the first two months of 1949, new ordinary business was 
lower than it had been in 1948, though February showed some 
recovery, and the decline has not been fully offset by the sharp 
increase in group insurance and the smaller increase in indus- 
trial insurance sales. The life insurance business had already 
experienced a 2 per cent decline in new ordinary sales in 1948, 
although group and industrial business rose sufficiently to make 
total sales equal those of 1947. The extent of the fall closely 
parallels the fall in England and Canada, and the decline in 
ordinary new business may well reflect that same “ return to 
normalcy ” in the economy and pressure on individual budgets 
which has brought an increase of policy loans, beginning in 
early 1947, and a 25 per cent increase in surrender payments 
in 1948. Both policy loans and lapse rates are still at extremely 
low levels in relation to any previous peacetime standards, but 
the low level of policy loans also reflects a loss of this kind of 
borrowing to the commercial banks. 


American Notes 
ECA’s Birthday Present 


On Sunday the Economic Co-operation Administration 
celebrates its first anniversary. By then, the Senate will almost 
certainly have put the final touches to its birthday present—the 
authorisation of funds for the European Recovery Programme 
for the next fifteen months, The House of Representatives may 
follow suit before the week of celebrations is over, although the 
debate there is likely to be as dilatory as it has been in the 
Senate. It has always been possible that the Appropriations 
Committees might reduce the contents of ECA’s gift box but, 
as The Economist goes to press, it looks as if the Senate itself 
may fail to authorise the full amount for which ECA has asked. 

Senator Taft’s willingness to vote for a reduction in the 
authorisation now seems to have crystallised into a concrete pro- 
posal to cut ERP funds by 10 per cent (about $500 million). 
This would be the first step towards cutting all government 
expenditure by that amount, to avoid an increase in taxation 
which, in Mr Taft’s opinion, would have serious effects on the 
national prosperity under present conditions. He is not likely 
to agree with Senator Connally’s insistence that economic recovery 
should be dealt with separately from military assistance, of 
that such assistance will be well within the capacity of the 
American economy. Detailed plans for military aid are still 
being drafted, but it is hoped that they will be available when 
the Senate considers the Atlantic Pact ; this, however may not 
be for some time if, as is at present expected, pending domestic 
legislation is given priority. 

Mr Taft's anxizty about the country’s economic health is both 
well-informed and deep-rooted, as is that of some at least of the 
conservative Republicans and Southern Democrats who support 
him. But the unexpectedly serious danger which this alliance 
now presents to ERP is proof that the coalition, which was 
cemented during the filibuster fight, threatens not only the 
domestic but also the foreign policy of the Administration. The 
prestige lost in that fight by Senator Lucas, the Democratic floor 
leader, became clear as the ERP debate dragged on for a week 
in spite of his attempt to hold the Senate in all-night session 
until a vote was taken. The Administration is also paying 
penalty for an over-confident attempt to limit the debate unduly. 
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The less responsible members of the coalition have shown terms on security transactions. Even the sudden and drastic 
7 their usual concern for such special interests as film producers break im stock market values during the autumn of 1946 did no 
) and small business men, and their habitual readiness to give pub- more than bring a grudging concession in margin requirements 
: sere years 6 ee nee fought against the United for stock purchases, then permitted only on a strictly cash basis 
. grates fifty years ago, for example). Until Senator Taft gave The FRB has always opposed the view that credit controls of this 
| eo * financial focus, it centred, in so far as it centred on type hamper “ genuine ” investment, or bring security values that 


: anything, on Britain, a country on which Congressional attention are unduly low in relation to profits or business prospects, 
; has been concentrated since it was so unfortunately attracted by On Tuesday of this week, however, the FRB again cut margin 
: Mr Mayhew at Lake Success. The main contention has been requirements—from 75 to 50 per cent—and Wall Street’s approval 
. that, since Britain’s socialism makes her suspect and since she was marked by a rise of almost 2} points in the Dow Industrial 
> iqsists that her recovery depends on selling more to, and buying Average to 178.39, and by a trading volume of 1,800,000 shares— 
. jess from, the United States, her plans for using ERP dollars more than double that of preceding days. It is at least an even 
i should be investigated in detail, to make sure that she is not chance that the market can extend this rally some way further, . 
) restoring her prosperity at the expense of the United States. since there is a general recognition that stocks have been “ under- 
’ But talk of a “ weak and enfeebled” Britain was also heard and valued,” in terms of their relationship with company earnings 
n this was only one of many contradictions in a debate that was and dividend payments, for some considerable time, and since 
t distinguished chiefly by its confusion. there is no decisive evidence yet that a bad break in business 
. Again and again it was left to Senator Vandenberg, with the activity is developing quickly. The stimulus to Wall Street from 
e reliable help of Senator Alexander Smith, also a Republican, to lower margin requirements, however, will no doubt be relatively 

bring the debate back to the point, to answer the accusations and short-lived. The resumption of speculative activity on any con- 
6 to clarify the issues. His leadership this week has proved that siderable scale will demand solid evidence that production and 
é party considerations have not dimmed his practical faith in inter- profits can at least hold near to recent levels. 

pational co-operation. More significant is the wider issue of controls and government 
: * . * ; policy. Only three weeks ago, the Reserve Board announced 
y ees Travellers:at the: Waldort minor concessions on terms for retail credits. And since it has 


always looked with some suspicion on Wall Street, the inference 
The Waldorf-Astoria Hotel, the gilded capitalist haunt on ‘° be drawn from the latest move is surely that further steps 
€ Park Avenue, had last week, for a change, the Communists and ‘wards the relaxation of controls cannot be too far away. This 
y their fellow travellers inside, and their critics outside on the VieW is borne out by the statement by Mr Marriner Eccles, 
n picket line. Few parties at the Waldorf can have suffered so ™ember of the Board of Governors of the Reserve system, and 
0 many absent guests—and so many uninvited ones—as the opening OM of the most outspoken advocates of stronger controls during 


| tio 
is dinner of the Cultural and Scientific Conference for World Peace, the inflationary storms of 1946-48. Mr Eccles now concedes that ey! 
n areturn engagement for the Wroclaw Conference. The absentees “2 fecession” has been under way for several months, a view ii 
ts included, cn the one hand, a number of eminent and chiefly which can scarcely find strong opposition at this stage. Industrial i 5 
y academic liberals, who at the last moment had cold feet, and, production has fallen steadily since November, commodity prices { 
it on the other, the “ unojficial” representatives of western Europe te generally lower, with the key metals group significantly uneasy, T 
if ang South America. unemployment has risen quite substantially, and forward buying 
The State Department, gloomily aware that it would be by industrial consumers has certainly slowed down. 
critic’sed whether it assisted or muffled this new sounding-board It remains to be seen how far recent developments have | 


for the Russian peace offensive against the Atlantic Pact, chose resolved the dispute within the circle of high government advisers 
an awkward straddle. It granted limited visas to the representa- 0M the immediate business trend. Until very recently, govern- 
tives of the countries behind the Iron Curtain, whose applications | ™ent forces, within Congress and outside, were pressing for the 
were supported by their governments, and made the most of this full programme of anti-inflationary controls, and Mr Keyserling, 
concession, with a resounding affirmation of its devotion to free 4 member of the Council of Economic Advisers, was stoutly 
speech. But it also took refuge in the letter of the law which debating the danger of another bout of inflationary pressure. 
gave the Attorney-General an excuse for not admitting the other The declaration by Mr Eccles and the move by the Reserve 
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on delegates ; it is circumscribing the movements of those who came, Board represents an immediate verdict in favour of the group | - 
ist and speeding their return with more haste than hospitality. The Which holds that a more serious deflationary movement may iid 
he citadel of freedom seems to have been shaken to its foundations 0w be developing. It is also another indication of the rapidity fae 
ne by the smallest Trojan horse—hardly a pony—in history. with which official policy may change in the light of the Employ- i 
ay Considerable pressure was, indeed, brought on the Department ment Act of 1946. But it does not yet afford complete backing : 
he wo refuse to permit the meeting at all, and on the Waldorf to for the view that the Administration will turn, immediately at i 
he evict it, by religious and veterans’ groups, who then organised _ least, to a far more vigorous policy of credit expansion. a 
ns mass picketing around the Waldorf and Madison Square Garden. 
ul, The intolerance and lack of any sense of proportion (let alone * * * 
elf humour) outside the conference seems to have matched that 
e am is pose Smee enecateen mee ouneere mexaeots First in the Wheat Field 

idney Hook organised a rival conference at Freedom House. 7 4 - 
r0- Not that, even inside the Waldorf, everything went the way _ The signature of the new international wheat agreement 
n). of the fellow-travellers. The National Council of the Arts, coincided with a forecast, from a cae am — ee 
ent Sciences and Professions, which acted as host to the conference, not particularly enthusiastic bearers me's oo ~ 


a result of excellent growing conditions during the eee 
and th i iti ; cas coming wheat crop would probably total about | 1.25 billion 
my the general disposition last weekend similarly was to find Suhel, “This would be roughly equal to last year’s high yield, 
of the Russians’. But Mr Norman Cousins, editor of the Saturday of which some 300 million bushels will remain in surplus at the 
Review of Literature, encouraged by the State Department to end of June. Grain prices ages recovered from. their sor a 
put the anti-totalitarian point of view, acted the part of Trojan ‘'" Sy but, a Me B * ae ee ea 
_inside the Trojan horse, and there were embarrassing - end io ed TENN: — coe _ a . aoe 
questions about the freedom of Soviet artists and scientists for “@t 4 MAGEE: WREAL | DEES Mo OF Oe impo 
the Russians to answer. ceiling over them, and that the 10-cent increase in the former 
h the American Communists who organised the conference under the new agreement, compared with last year’s, makes up 
and the critics who wanted to suppress it constitute, at present, for the 2o0-cent ee a = latter. ior a eee 
tiny minorities. But in the names of those who attended the so assures a AcTETS Cae “auae eet ee a ch they 
conference, even after its inspiration was clear, and those who tach so much importance. Commitments under the agreement 
backed out, there is evidence of how potent the word “ peace” and in the occupied areas will bring American obligations for 
continues to be in the United States. It will be a great pity if ¢XPOFtS of wheat to an ~— ap of over 300 million bushels, 
the fellow-travellers are allowed to monopolise and pervert the 45 much as Mr Brannan feels the country can guarantee over a 
peace as they have those of democracy and anti-Fascism. posads although this year it is planned to export about 500 million 
ushels. 
oor * * x From present nanan it seems ee grain traders, <e 
were largely responsi or Congress’ failure to approve 
Wall Street and Credit Controls year’s wheat pact, may have been appeased by the clause in the 
: For more than two years, the Federal Reserve Board has mew agreement which expressly permits private channels of trade 
teiected insistent pleas from Wall Street for more generous credit to be used. The chances are therefore better than they were 


supported Mr Wallace’s Progressive Party in the recent elections, 
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last summer (when the wheat agreement died only from neglect, 
not from a direct blow) that this “ postwar first in its field,” in 
Mr Brannan’s words, this new attempt “ to set a pattern of inter- 
national co-operation in solving agricultural problems” will be 
approved by Congress, even though there may be doubts as to 
both its effectiveness and its desirability. 


* * * 


Mr. Brannan’s Dilemma 


With the wheat agreement negotiated, with new proposals 
for regulating the commodity exchanges due shortly and 
with legislation on its way through Congress to permit the 
Commodity Credit Corporation to increase grain storage capacity, 
the agricultural decks are nearly clear of the clutter of elecuon 
undertakings and Mr Brannan will hardly be able much longer 
to avoid revealing the Administration’s promised agricultural 
programme. Immediate interest centres on its answer to the 
price support problem, an answer which the Administration may 
be hesitant to give while controversy still rages in agricultural 
circles. On one side are the Republican Senator Aiken and the 
big farm organisations, who believe in the principles of the 
Agricultural Act of 1948, passed by the last Congress with the 
approval of the Department of Agriculture, and scheduled to 
come into force next year. Under this Act, price supports would 
be related to supplies and would vary between 60 and 90 per 
cent of “ parity ”—the price which gives the farmer a fair return 
for his crops in terms of the things he buys. On the other 
side are cotton and tobacco representatives, who are gaining 
increasing sympathy from grain farmers (and even from some 
officials of the Department of Agriculture) as prices weaken. 
They want the present rigid system of price supports at 90 per 
cemt of “parity” to continue, for the six basic crops at least, 
with the addition of strict limitations on acreage. 

The starting pistol for the coming Congressional battle has 
now been held to Mr Brannan’s head by a threat to continue 
the present system of price supports unchanged if the new flexible 
formula is not soon amended. The lethal properties of the 
pistol are not in doubt. By the end of the current crop year the 
CCC will have needed about half of its lending authority for 
price support operations; if present price trends continue, its 
total authority of nearly $5 billion may not be enough next year. 
Farmers have every intention of producing as much corn and 
cotton, as well as wheat, this season as they did last, weather 
permitting, in order to take advantage of what at the moment 
seems their fina] chance of high support prices. The result will 
be large, and possibly unmanageable, surpluses and a continuation 
of the present level of price supports would make a collapse of 
the whole sysiem inevitable, sooner or later. 

Congress, with the Adminisiration’s approval, has taken the 
necessary steps to prepare for a reimposition of acreage controls, 
in abeyance for wheat, corn and cotton since the early years of 
the war. Such controls have not in the past proved a very satis- 
factory method of curtailing grain output, but they have en- 
couraged soil conservation and crop diversification. Under the 
1948 Act, price supports cannot fall below 72 per cent of parity 
if farmers accept acreage controls ; the Act also gives the Secretary 
of Agriculture discretion to maintain supports at 90 per cent 
of parity. These two provisions offer Mr Brannan some hope 
that he may be able to escape from his dilemma. 


* * x 


Troubles in Transport 


The postwar and post-boom troubles of three major trans- 
portation industries lend weight to the recommendation of the 
Hoover Commission that many of the supervisory and admini- 
strative functions of the eight transportation agencies be transferred 
to the Department of Commerce. Regulatory functions would 
remain with the independent agencies, but the Secretary ef Com- 
merce would be responsible for co-ordinating transportation 
policy, budgeting, and defence planning as it affects transport. 
The chief failure, the report considers, has been in thinking in 
terms of total transport needs. 

Of the three industries in distress, the problem of the railways 
is probably the most acute and intractable. A sick industry 
before the war, the railways are now confronted with a decline in 
the artificial stimulants they have enjoyed for eight years. The 
heavy traffic generated by the war and the boom could bear the 
rising level of railroad charges. This year, however, the outlook 
is for freight and passenger traffic to drop back to the level of 
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1941, while wage costs continue to increase. The railroads 

_ old prescription refilled. They ask a 13 per cent incre 
freight charges and promise to try to stretch this to cover. the 
7 cents hourly increase recently awarded to their non rating 
employees and the additional promise that, beginning in September 
they will be paid 48 hours’ wages for 40 hours’ work. Such 
increase would bring the total rise in freight charges since before 
the war to more than 60 per cent, and shippers and s 

for the coal, farming, chemical and luinber industries are protest) 
that, in a declining market, it would force them to divert their 
business to lorrics and the waterways. Before they secure their 
increase, the railways will have to convince the Interstate Com. 
merce Commission that a prescription suited to prosperity will not 
prove disastrous in more competitive days. The railways, however 
believe that they have already lost most of the business eas 
transferred to other forms of transport, and they argue that 
without increased revenues they cannot modernise their equip- 
ment to compete successfully. Orders for such new equipment 
have dropped drastically in recent months ; steel allocations for 
the railways are no longer being taken up in full. 

The irritation of railwaymen, who consider their industry the 
backbone of the American transport system, will not have been 
allayed by the determination of the Civil Aeronautics Board te 
put air transport on its financial feet and its handsome award of 
nearly $8,000,000 in back air mail subsidies. At one stroke this 
wipes out the 1948 deficit for domestic trunk lines. In addition 
the CAB pledged compensation for losses suffered when new 
types of aircraft are grounded, to encourage the use of new models, 
and it promised investigations into the reduction of the number 
of lines on some routes, the possibility of further economies, and 
government loans for working capital. 

Meanwhile, the maritime industry, which, like the airlines, is 
impressed with its defence role, is pressing on Congress claims 
for an extension of building subsidies and tax advantages and 
for a full 50 per cent of all Marshall aid traffic. Mr Hoffman is 
willing to accept this, provided Congress reimburses him for the 
extra expense, but he is fighting proposals put forward in the 
House that the rule should apply to offshore purchases and to 
each country’s aid shipments individually. 


Shorter Notes 


To meet the deadline of March 31st, when rent contro] was 
due to expire, the Senate and House conferees on the extension 
Bill have composed their differences, with the Senate giving the 
most ground. Both Houses had approved the right of states and 
cities to throw off rent controls if the Governor agrees ; the out- 
standing issue was the form concessions to the landlord should 
take. The promise of “fair net operating income” now to bk 
allowed is another version of the House demand for a “fair 
return” to the landlord, and will be difficult to administer. The 
extension is for fifteen months, rather than the two years sought 
by the Administration. Mr Truman, however, is likely to accept 
this half loaf, in the knowledge that a veto, instead of producing 
a more satisfactory Bill, would almost certainly mean the end 
of rent controls. Pressure for lifting controls will now shift from 
Washington to the state capitols and town halls, but it is not 
certain that the real estate lobbies will be able to vanquish the 
tenants’ organisations and turn gradual decontrol into a disorderly 
rout. 

* 


The coal miners returned to work on schedule at the end df 
their two weeks’ memorial holiday. It had been thought that 
Mr Lewis might order them to extend it as a protest against the 
confirmation, by a Senate at last spurred to action by Mr Lewiss 
violent objection to the appointment, of Dr James Boyd a 
Director of the Federal Bureau of Mines. Mr Lewis, howevel, 
apparently prefers to postpone his revenge ; the United Mine 
Workers’ Union is planning to work for the defeat, at the nest 
election, of Senators who favoured Dr Boyd's confirmatioa. 
Their holiday has lost the miners over $30 million in wages, but 
at least it has won more than $10,000 in back salary for Dr Boyd, 
who has been serving without pay for nearly two years. 


* 


The American Petroleum Institute reports that “ proved” 
reserves of crude oil reached a new record of 23.3 billion barrels 
in 1948, although more oil was produced in that year than ever 
before. Reserves increased by 1.8 billion barrels during the ye 
the largest annual gain in the last decade. 
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THE WORLD OVERSEAS 





First Year of the 


HIS week marks the first anniversary of the Marshall Plan, 
T launched on April 3, 1948, under the official title of the 
Co-operation Act. The twelve intervening months have 
brought a remarkable degree of recovery to Europe, and in the 
s have begun to uncover the outlines of the postwar 
European economy. In some respects, what is emerging will 
encourage those who originally conceived and fought for the 
European Recovery Programme, though admittedly their satisfac- 
tion is likely 10 be tempered by the many unsuspected complexities 
which have arisen in the,past few months. 

The preamble to the European Co-operation Act clearly set out 
its intentions—to maintain “ individual liberty and free institu- 
tions” in Europe by the restoring of economic solvency and 
prosperity. This rehabilitation was to be achieved by injections 
of American aid directed towards the attainment of three goals: 
aa increase of industrial and agricultural production, an expansion 
of international trade on a multilateral basis, and the stabilisation 
of European currencies, budgets and finances. 

The recovery in industrial and agricultural production must be 
the foundation for any general economic revival in Europe, and 
on this score the 19 participants in the Marshall Pian have a very 
good record. For 1947 industrial production in western Europe, 
including the Bizone, was roughly 20 per cent below the 1938 
level. It was from this depressing trough that the ERP nations 
had to extract themselves. In fact, every one of them showed an 
upswing during 1948, and for the 10 leading member-nations as a 
whole, the average index of industrial production rose by precisely 
20 per cent. In many cases the index for 1948 stood well above 
even the peacetime peaks reached in 1937—a more prosperous year 
for much of Europe than 1938. The biggest relative gains in the 
past year tend to be in those areas most affected by wartime 
destruction—Ausiria and Germany; the rate of recovery in 
Bizonia, after currency reform at mid-year, was so rapid that by 
January of this year, industrial output was within measurable 
distance of the output of the mid-thirties. 

German recovery having now got into its stride, it is probable 
that the Bizone will shortly join the ranks of the great majority 
whose production is at least back to the prewar levels. Unfor- 
tunately the same optimism cannot be expressed abour Italy, 
which may soon stand in unsplendid isolation as the only industrial 
nation of the Marshall group to remain persistently at a level of 
economic activity considerably below prewar days. 

This general economic revival is all the more impressive when 
one considers that coal mining—normally the chief basis of manu- 
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facturing activity—continued in the doldrums. During 1947 
western European coal production was well below the prewat 
level. By the end of 1948 most European producers had still 
recorded only slight increases and, even with the striking expan- 
sion of German production, total output was a long way behind 
its prewar dimensions. 

In all the main producing areas of western Europe—France 
and the Saar excepted—output even at the beginning of the current 
year was below its prewar rate. At the same time, output per man 
year was well down and cost per ton was well up as compared 
with prewar performance. European industrial recovery may well 
find itself checked, if western Europe’s coal producers fail to 
improve substantially on their miserable efforts of the past two 
years. The alternative would be continued and extravagant depen- 
dence on imported American coal. 

At one time it was feared that the shortage of steel would be 
the main barrier to industrial progress. In fact, the activity of 
the steel industry in all western European countries has surprised 
the pessimists. The rate of production in 1947 was far below the 
peak reached ten years earlier; but over the past 12 months 
output in nearly every steel producing nation has been running at 
something like record rates. One exception is of course the 
Bizone, and even here the monthly rate of production has doubled 
within the past year. If Europe’s needs today were no. greater 
than they were ten years ago; supply would-be nearly adequate 
for all demands. But unfortunately Europe’s requirements of 
steel and steel products have grown greatly, and one of the main 
tasks for the immediate future is to expand European steel 
capacity. 

In the production of manufactured consumer goods, European 
output. during 1947 was behind prewar levels. However, steady 
gains were made in 1948, and indeed one of the clouds which has 
come rapidly over the horizon during, the past few months has 
been the threat of saturated markets. throughout western Europe 
for these goods. The problem is complicated by the fact that 
many of the member-nations are anxious to produce these goods 
in even greater quantity for their own markets and also for the 

export trades. Recent experience in the Belgian textile trades, 
for instance, where the index for cotton fabrics has dropped from 
140 to 113 in the past ten months, has focussed international 
attention on this new threat to industrial expansion. 

For the man-in-the-street the European economic crisis of 1947 
meant first and foremost a shortage of food. For his government 
it meant the intolerable burden of buying food with scarce dollars. 
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Many of the Western European countries had long based their 
economies on cheap imported food and feeding stuffs, and the 
disappearance of such supplies gravely menaced their stability. 
To add to their difficulties, the 1947 European harvests were 
catastrophically below average ; even 2 nation normally as self- 
sufficing as France had to cast around for foreign supplies in order 
to maintain its meagre rations. The first call on the Marshall 
funds, therefore, was to finance some of these emergency overseas 
purchases until the 1948 crops were harvested. By a great stroke 
of luck these crops began to assume their prewar proportions, 
and were in general only some 10 per cent below the average for 
the mid-thirties. 

At a summary glance, the first year of Marshall aid, when 
judged by the single criterion of increased production, has been 
a remarkable success. Between 1947 and 1948 output rose by a 
fifth, and the total flow of goods from the factories of the par- 
ticipating nations is now at least as large as it was in the 
immediate prewar years. It is unlikely, however, that the same 
rate of progress will be attained in 1949. On the contrary, there 
are signs that an industrial plateau has already been reached, and 
that a transition to a higher level will only be possible if coal 
mining shows an almost revolutionary improvement if steel 
capacity can be further expanded and if glutted markets, whether 
due to internal or external factors, are avoided. The last of these 
problems is now becoming crucial. Its solution may involve some 
modification of the pattern of the manufacturing industries, but 
it depends in even greater measure on the ability of the 19 
countries to face those problems hitherto ignored—the lowering 
of costs and the improvement of output per man. Above all, the 
solution depends on a wider application of the second aim of the 
Marshall Plan—the expansion of multilateral trade. 


(To be continued) 


Counter-Blockade in Berlin—Il 





A City in Decline 
[FROM OUR SPECIAL CORRESPONDENT] > 


BERLIN has hung on to life, but it has become a confined and 
anemic life. Gradually the features that distinguish Berlin, as 
a capital city, from other German towns are being flattened out. 
The outward signs are to be seen in the restaurants, cafés and 
clubs that have closed or that open only perfunctorily, can attract 
only a few subdued clients, and keep, for Berlin, unnaturally 
early hours ; in the artists and journalists who have departed to 
try their luck in the west; in the film, theatre, and music people 
who no longer gossip on the Kurfiirstendamm but have gone 
“on tour” to Munich or Diisseldorf or Hamburg. Cut off from 
the world, social and intellectual intercourse do not flourish. 
Business has become a grim obstacle race to achieve limited ends 
in the face of inordinate difficulties. Professional life, that was 
reviving, is on the decline again. Life in Berlin showed more 
resilience in the first three postwar years than in any other German 
town, but now it is growing shabbier, duller, sadder. 

Lack of money, almost as much as lack of material supplies, 
has been a cause of the decline. The Magistrat therefore argues 
that if wages and salaries generally can be paid in western marks, 
purchasing power will be raised and life will revive. It has cal- 


Commercial History and Review 
of 1948 


This week's issue of the Records and Statistics Supplement 
to The Economist includes the third part of the Commercial 
History and Review of 1948. 


Part Ill of the Commercial History contains reviews of 
economic developments in all important overseas countries. 
Production, finance and foreign trade in these countries are 
surveyed in detail. Part II] of the Commercial Histo 
completes the review of 1948; earlier parts dealing wit 
British financial and industrial developments were published 
on February Sth and March Sth. 


The Records and Statistics Supplement is obtainable by 


subscription only, at £2 10s. a year ; a combined subscription 
to The Economist and Records and Statistics costs £5 a year. 
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culated that only 10 or 11 per cent of all wages and salaries ha 
lately been paid in western marks. In the free sector of ihe 
economy—that is, for almost all purchases after rent and far 
have been paid and rations bought—the purchasing power of as 
eastern mark is between a third and a quarter of that of the 
western mark. The real income of a wage-earner or salary-earner 
has therefore depended on whether he happened to get a Jar 
or a small proportion of western marks in his pay-packet, It ik 
clear that a promise to pay everybody in western money is like] 
to be popular. y 

But the promise can only be kept if trade between Berlin and 
the Russian-controlled area which surrounds it is severely cyt 
down. This process was begun at the end of January by a Kom. 
mandatura order, which prohibited the export to the Soviet. 
controlled area of a range of chemical, electrical, mechanical and 
metallurgical products, and required a special licence for any other 
exports to the Soviet area. 


Ties with the Soviet Zone 


The effects of the prohibition on the shrunken real income of 
Berlin are not ¢asy to calculate precisely, but they are bound to 
be severe. A member of the Magistrat estimated last month that 
a quarter of the trade of Berlin, which had shrunk to about one- 
third of its pre-blockade volume, was being conducted with the 
Soviet area. A number of business men suggested from their 
experience that the proportion was larger. They also pointed our 
that it brought into the city many essential materials and semi- 
finished products which would be difficult to replace. A big 
electrical firm, for example, got the iron castings for its electric 
motors from a foundry in the Soviet Zone ; to get them at short 
notice from anywhere clse would be a serious technical problem, 
In order to deny the high-grade engineering products of Berlin to 
the Russians it will be necessary to deny to Berlin supplies which 
it will badly miss. 

‘Together with the expansion of its purchasing power, therefore 
Berlin must expect fresh difficulties from the curtailment of its 
trade with the surrounding area. Both the blockade and the 
counter-blockade will be far more complete than they have been 
before. Will the expanding airlift make up the loss ? 

If it is to do so, it will require not only tobe bigger but to be 
different in kind. The Magistrat has been invited to plan for a 
daily lift of 8,000 metric tons of supplies for German use, and 
has been told that the Siemens plant for the reconstructed West 
Berlin power station can be flown in in time for the station to 
start working next January. It has suggested in reply that §,s00 
of the 8,000 daily tons should be coal; with this, it estimates 
that electric power production in the western sectors can be 
raised from the present level of 1.1 million kilowatts to 1.7 million 
kilowatts in the autumn and 2.2 million in the new year—almost 
a “normal” power supply. 


Power Plant by Airlift 


On this basis the Magistrat calculates that it can maintain full 
employment on a forty-hour week. It will still be necessary to 
replan the airlift, and the financial and economic arrangements 
which support it, to ensure that the airlift becomes less of a 
purely relief measure and more of an economic operation. To 
bring in the plant for the new power station, methods have to be 
found of carrying big and awkward loads. The same methods 
will need to be applied to flying out of the city some of the 
heavier electrical equipment which it produces. Outward cargoes 
have so far been a very poor relation of inward cargoes. The 
rhythm of work at the Berlin airports has been directed to 
unloading aircraft and getting them away within forty minutes ; 
trade goods consigned from the city to the west have gone as 
opportunity seemed to offer, sometimes with damage, often with 
incalculable delays, and sometimes arriving at unexpected or 
unknown destinations. 

Berlin cannot be a trading member of western Europe if its 
trade is conducted on these lines. Under the present arrange- 
ments the Berlin industries cannot be expected to supply goods at 
competitive prices. Although the carriage from airport to airport 
is charged at rail traffic rates, costly journeys are involved at each 
end between the airports and the points of despatch and arrival. 
These are sufficient to double the price of coal in Berlin ; when 
extravagant outward freights are added, the Berlin manufacturer 
is driven back for his market on buyers who can find no alterna- 
tive source of supply. ; 

The concentration of certain skilled manufactures in Berlin 18 
such that many buyers in the west have so far found it neces 
sary to pay Berlin prices and wait on Berlin’s uncertain delivery 
dates. Even so, the voliime of trade out of Berlin is slight ; the 
airlift, which brings in more than 6,000 tons of goods a day, takes 
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jittle more than 100 tons of trade goods out. And the tendency 

ists for western Germany to embark on manufactures which 
were formally localised in Berlin. New projects to manufacture in 
the west electrical apparatus for mines, electric locomotives for the 
railways, and electric lamps—all Berlin specialities—have lately 
aroused alarm in the city. 

Clearly, it can be argued in reply that the economic cost of 
keeping Berlin in western Europe is too high, that the airlift is an 
unreasonable burden on the west, that the acclimatisation in 
western Germany of industries formerly localised in Berlin is 
the only sensible course ; just as traders in Berlin can argue that, 
situated as they are, their only recourse is to trade with eastern 
Germany. Very well; but in that case the counter-blockade is 
a waste of time. If the counter-blockade is to be attempted, it 
must be supported by imagination. 


(Concluded) 


Uno and the Backward Areas 


{BY A CORRESPONDENT AT LAKE SUCCESS] 


IN line with traditional New Deal policy, President Truman 
devoted a significant part of his inaugural speech on 
January 20th to a “bold new programme” for the 
economic development of backward § areas. He _ stated 
explicitly that the programme would be carried out in co- 
operation with the United Nations. Mr Thorp, the United States 
delegate to the Economic and Social Council of the United 
Nations, now in session at Lake Success, explained more fully 
what the President meant. Dazzled by sensational press stories 
of anew Marshall Plan for all those so far left out of the old one, 
delegates to the Council (particularly those from Latin American 
and Far Eastern countries) gathered together, not, it is 
true, in the comforting certainty df jam today, but clearly 
in the lively expectation of some jam some time. Mr Thorp 
made a long and unexceptionable speech on the desirability of 
economic development in general, failed to mention any dollar 
figures whatever, and proposed a report by the Secretary-General 
to the next meeting of the Council on “co-operative technical 
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assistance for economic development.” His proposal was—with 
reluctance—accepted. 

Despite the disappointment of the dollar-deficit countries 
(one of them called Mr Thorp’s speech “ disinflationary ”), 
there is no reason to doubt that the United States Administration 
1S sincere in its desire to assist undeveloped countries and to do 
it, partly at least, through the United Nations and its Specialised 
Agencies. To put it at the lowest, the loan or gift of United 
States’ technical help and “know-how” would cost little. 
But it is obviously not this cautious minimum which 
the undeveloped countries themselves have in mind. Readers 
of Friedrich List and Alexander Hamilton will not need to 
be reminded that undeveloped countries, invariably oblivious 
of their comparative advantages in agriculture, always see their 
future in terms of factory chimneys, mass production and high 
tariffs on manufactured imports. They are all aware that imports 
of foreign capital can do much to increase the number and size 
of the chimneys in a short time. But in most under-developed 
parts of the world economic backwardness varies directly with 
economic nationalism, imports of private foreign capital are 
generally unwelcome except on terms which would be dis- 
couraging even to American investors of the lush era of 1921- 
1929—a trusting and hopeful breed long since extinct. It is easy 
to see that from this dilemma the expedient of a Marshall Plan 
for the world presents itself as the obvious logical escape. 

Between the extremes of these two points of view it will no 
doubt be easy to build the usual untidy, but not necessarily un- 
workable, compromise. It seems almost certain that there will 
at first be no capital transfers at all, and plans will be restricted 
to providing “technical assistance” in order to improve the 
economic Climate for private and, perhaps, for government inter- 
national investment later. The cost of such a programme spread 
over several years may be as much as $150 million, the United 
States providing up to two-thirds and the rest (probably mainly 
in inconvertible local currencies) coming from other Uno members, 
and will be spent after approval of particular plans by a joint 
United Nations body. The money will be used to fill the airways of 
the world with peripatetic economic experts, the universities and 
technical institutes with students from backward countries and the 
backward countries themselves with colleges, technical institutes, 
seminars, technical conferences, pilot projects and the like. Some 
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scientific and technical equipment may be purchased under the 
plans and samples of new varieties of seed, livestock, tools and 
agricultural equipment may be provided, but the bulk of the 
money will probably be spent on personnel. ‘ 

The United Nations and several of the Specialised Agencies 
have already had experience in this field. Last year a United 
Nations Development Commission ‘visited Haiti. FAO has sent 
comprehensive missions to Poland, Greece and Siam. Hybrid 
corn, developed in the United States, has been sent to experi- 
mental stations all over Europe. The ILO sent a mission to Iran 
in 1947 to assist in drafting labour legislation. The Health Organi- 
sation has at present a Public Health mission in China. The 
International Bank and the Monetary Fund have sent numerous 
“missions and study groups all over the world. 


It would be unduly pessimistic to conclude that out of all 
the proposed activity by well-intentioned and skilled people 
there cannot fail to emerge some good. Admittedly, the very 
concept of economic development is about as amorphous and as 
indefinable by any objective standards as it was when the first 
great work on the subject was published by Adam Smith. Many 
of the countries concerned would doubtless do better for them- 
selves if they stopped trying to get money from abroad and 
retormed their taxation system instead—or acquired an incor- 
ruptible police force. Many “ experts,” bearing the title by 
courtesy, will teach peasants the use of machinery which in view 
of local conditions they ought not to have. American technique 
will doubtless be adopted in all sorts of inappropriate places and 
the much-vaunted “ know-how ” -will certainly spread into many 
backward areas where ignorance, at least for a generation or so, 
would be bliss. However, if the Economics Department of the 
United Nations and the Specialised Agencies, particularly the 
Bank, the Fund, FAO and ILO, can really work together as a 
team on a limited programme of development for one or two 
small countries where political conditions are favourable, the 
results, after several years, might surprise the world and, more 
important, encourage the capitalists. 


The chief danger is not, as might be expected, the antagonism 
of the Russian bloc, Such antagonism may be confidently antici- 
pated in any case, but as the United States no doubt intended, 
pressure on Moscow by the satellites may well become embarrass- 
ing when the funds are distributed and may do much to resolve 
this particular problem. The danger is that energy and money 
may be frittered away on a vast front, that too much may be 
attempted too soon (a besetting sin of the United Nations since 
its inception); that jurisdictional disputes between the United 
Nations and the Specialised Agencies will hold up the plans 
and that enthusiasm will peter out in default of quick results. 


One of the first and most awkward issues will be that raised 
by the US Economic Mission which recently visited Brazil and 
recommended the Brazilians to soft-pedal industrial development 
and stick to their traditional agricultural staples. An agreed and 
balanced view of “economic development” will obviously take 
a long time to produce and a longer time still to apply. If the 
task is seen as one not for years but for decades, there is ground 
for considerable optimism about the results. 


Third Force Comes First 


[BY A SPECIAL CORRESPONDENT IN PARIS] 


FROM one point of view the elections which have just taken place 
in France mark the beginning of a stage, from another point of 
view they mark the end of a stage. The results, in fact, have a 
double significance: they throw light on the state of opinion in 
tbe country, and on the prospects of the Government. 


Each of the two rounds of these elections is interesting for 
different reasons. The first, on March 2oth, made it possible 
i@ measure roughly the strength of each party or, to be more 
accurate, the strength of each of the main political tendencies. 
The second made it possible to see how faithful the electors 
remained to each of the great groups. For in France people 
generally vote in the first ballot for a man or a party, and in the 
second ballot vote against an opponent. So it is that an elector 
can first of all vote for a candidate supporting M. Queuille’s 
Government ; and then, if the latter has no chance of success, 
he will vote for General de Gaulle’s candidate in order to prevent 
the election of a supporter of M. Thorez. The elector declares 
himself for the Government on one Sunday, and .a week Jater_he 
declares himself against Communism, which means in many cases 
for dé Gaulle. 
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The lesson of the first ballot was that the country is divided 
into three great groups which are roughly equal—or jn four 
groups, if one includes the mass of abstainers which constitutes 
the biggest party in France. The Communists obtained aboyt 
a quarter of the total votes. If it is true that the largely rural 
character of these elections was no help to them, and thar t 
still represent a considerable force concentrated in the industria] 
regions, they are none the less strong over the country as a 
whole. In some departments the percentage of Communist votes 
was over a quarter, and in some over a third, 


According to their own statistics, the Gaullists obtained 30 
cent of the votes, although the Government credits them with 
only 25 per cent. Whichever figure is right, the opposition move- 
ment of RPF likewise represents great strength. It remains 
concentrated in urban districts, although less so than that of the 
Communists ; and it is there precisely that it is regarded by 
the electors as a movement of reaction—or protection—against 
the extreme left. 


As for the Third Force, its supporters claim it has become the 
first force: they point out that the parties which constitute it 
together won half the votes. The official statistics have been a 
little too optimistic, for they place in the Government camp 
people who were perhaps on its fringe but not active fighters, 
The figures even include some who are open opponents of the 
Government. According to the Gaullists the Government are 
entitled to only 34 per cent, which would put the Third Force 
still in the first place but not so far ahead of the others. There 
remains a reserve of 10 per cent of independent or floating voters 
over which the Government and Opposition are still arguing, but 
which can be perhaps divided equally between them. These 
nuances do not change the basic facts. 


This, then, is the state of opinion shown by the first ballot. 
But the real surprise that has occurred has been the revelation of 
the strength of the Third Force. General de Gaulle had so often 
said that it represented “ nothing,” that many had come to believe 
him. The RPF had so often repeated that “nothing” stood 
between itself and the Communists that many observers are stil] 
amazed to find that there is “ something” after all. 


North and South of the Loire 


The second ballot was the test of what this “something” 
amounted to. For a long time there have been politically two 
Frances, one to the north and one to the south of the Loire. In 
both sections people stood either for or against the Communist 
party ; but in the north the necessity of making this choice worked 
in favour of the Gaullists and in the south in favour of the 
Socialists and Radicals. In short, in the centre and in the south 
the anti-Communist movement was Socialist or Radical—that is 
to say, for the Government ; in the north, and above al! in the 
east and west, it was more Gaullist—that is to say, against the 
Government. None the less, the Third Force in many places held 
its ground in the second ballot ; in some cases it even made gains, 
notably in the north. But in many more cases it was beaten, and 
electors who supported it in the first ballot deserted it in the 
second. They seem to have preferred the Gaullist candidate for 
fear that the Communists would benefit from divisions among 
their opponents. 

So the Government, its parliamentary majority and its sup- 
porters in the country are fighting on two fronts ; but when they 
have to choose between their two enemies of Left and Right they 
evidently choose the Gaullists against the Communists. They 
have certainly succeeded in putting a strong check on the progress 
of the extremists; but in order to stop the Left they had in 
many cases to support the Right. The effort to resist Com- 
munism was at once cause and effect of a certain sliding in a 
rightward direction. From this General de Gaulle benefited in 
many cases and the Third Force suffered. But the right-wing 
elements within the Government also benefited and the Govern- 
ment with them. That is the second point of interest in these 
elections. 


What is quite new is the relationship between the parties atthe 
heart of the Government majority. The non-Gaullist liberals will 
now have greater authority in the elected bodies and in govern- 
ment all over the country. Their numbers have not changed, but 
their influence is increasing. The future of the present Govern- 
ment is in no danger if the Prime Minister can establish a new 
balance of forces, in the same way as he has held together the 
Radicals and Socialists in the past. He may give more scope 
to men like M. Paul Reynaud or M. Rene Pleven. But personali- 
ties will count less than programmes. What M. Queuille will 
be obliged to do is to pursue a more moderate economic policy 
and so follow more closely the state of public opinion. 
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For your Swiss summer holidays—fly direct 
to Zurich (£28.16 ret.) or Geneva (£27 ret.), 
by fast modern Convair or Viking airliners, 
Basle (£27 ret.) or Berne (£28 ret.). 

BOOKINGS : British European Airways, Dorland 
Hall, Regent Street, S.W.1, GERrard 9833, 
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James M uspratt was the founder of the British 


— industry. The manu- 
facture of sodium carbonate, one form of which is the familiar 
“washing soda’’, and other alkalis is one of the most important 
branches of the chemical industry. The first commercial process 
for making them depended on the use of sulphuric acid and 
produced hydrochloric acid as a by-product. Ever since James 
Muspratt opened his works in Liverpool a century and a 
quarter ago, alkali and mineral acid manufacture have 


frequently been closely bound together. Muspratt, though 


born in Ireland, was of English parentage. At the age of Pe : THESE ARE OUR 
fourteen he was apprenticed to awholesale druggist in Dublin, AN les t NEW OFFICES. ALL 
but four years later, in 1811, he gave up commerce and Ms i THE FURNITURE 
made his way to Spain where he fought in the Peninsular if Bs i AND EQUIPMENT 


War. Returning to England, he joined the Royal Navy as a i 1 
midshipman, but found conditions in his ship so intolerable i i WILL GE STEEL BY. 
that he deserted, returned to Ireland, and started a small Hh i Sankey-Sheldon 
works where he manufactured potassium ferrocyanide. ES | =OF COURSE” 

Coming to Liverpool in 1822, 
he set up a plant to produce sulphuric acid, extending it the 
following year to make sodium carbonate. In 1828, in partner- 
ship with Josias Gamble, he built an alkali works at St. Helens 
in Lancashire. The hydrochloric acid fumes from his works 
were allowed to escape into the air and did much damage to 
neighbouring farmers’ crops. In 1836 a method of absorbing 
these objectionable gases was invented by another Englishman, 
William Gossage. Instead of being allowed to go to waste, the 
fumes were recovered and proved to be a 
valuable by-product. Hydrochloric acid 
manufacture had now been added to 
that of sulphuric acid and sodium carbon- 
ate by Janes Muspratt and his associates. 
The foundations of the British heavy 


chemical industry were complete. 





f Sankey-Sheldon Limited, 46 Cannon St., London, E.C.4 ifs 
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THE BUSINESS WORLD 





Steel Prices and Plans 


ESTERDAY steel prices were raised by an average of 9 per 
cent. A decision to raise the price of any commodity 
invites close scrutiny when prices generally have passed their 
peak, and of no commodity is that general proposition more true 
than of steel. An increase in the price of a key industrial 
material does not accord very happily with pressure to reduce 
the cost of exports and of construction work at home ; it cannot, 
for example, be expected to commend itself to the motor or 
shipbuilding industries. Whatever may be said about the basic 
reasons for the increase, the timing is hardly impeccabic. 

The last increase in steel prices was in October, 1947, and 
represented about 3 per cent. Since that time, the Iron and 
Steel Board has been at work on a review of steel prices, and 
the Board was kept in being to complete that task. Government 
policy since 1946 has aimed at stabilising, as far as possible, the 
prices charged for steel to consumers, There have been certain 
adjustments meanwhile, but the broad objective has been to 
keep prices stable by a series of subventions to offset part or 
the whole of the increased costs of freight on imported ore, 
imported scrap, imported pig iron, imported “ semis,” and 
imported finished steel, together with some financial assistance 
to home ore production. These sums have been met out of the 
Exchequer ; they are the so-called “subsidies” to the stecl 
industry. In strict point of fact, of course, they are subsidies 
to the steel consumer, who has been getting steel appreciably 
below its economic cost. If steel has been scarce—as three 
Economic Surveys have said—it is partly because it has been 
too cheap, and the taxpayer has suffered for the steel consumer’s 
benefit. 

Thus the opportunity has been lost, until now, of using higher 
prices to curtail the very excess of demand which was causing 
embarrassment. Whether the Government decided to take the 
opportunity before it was too late or whether the stabilisation 
policy was becoming too costly is a nice point. In any event, 
what could not be done a year ago when the Government was 
aitempting to restrain wages, costs and prices is being done now. 
The table below shows the mounting cost to the Exchequer of 
the stabilisation of steel prices. Excluding import duties, the 
total rose from £9.6 million in 1946-47 to just over £11 million 
for 1947-48 ; for the year which has just closed the cost is 
put at {18.8 million. 


ExcHEQUER LossEs* 
(£ Thousands) 








} 1946-7 1947-8 1948 9f 
' ; 
Impoertéd iron and manganese ore treights.. | 6,775 7,050 6,000 
In:ported serapt.......-...... FT aera oe 206 ST 5,410 
Peerted DAE OR. nna: - ones dnnccgs,s0os 6 66 766 
I che ee Serie von os kek wih cc tase 6 665 792 900 
Benported Sbeni8: , ........ssecorer ets ster 1,600 1,900 2,574 
Imported finished steel...............005- 300 94 3,150 
et eR ea Ree reer 9,552 11,089 | 18600 
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Mr Strauss’s statement in the House of Commons on Thurs- 
day indicated that the scale of Government assistance which 
would have been needed to maintain the old policy of stabilisa- 
tion in the coming year would have been of the order of 
£25 million. The Government is, in fact, to continue to meet 
the excess cost of importing finished steel and is waiving 
the import duty on pig iron and steel imports. A year ago, when 


the question of ending the “subsidies” was under debate, jt 
was estimated that a 5 per cent increase in steel prices ould 
cover the Exchequer loss. But that calculation was based on 
the loss on imported ore and scrap. Since that time, sera 
imports have increased in volume, and all are being paid = 
at the full commercial price—which is about £7 §s. a ton higher 
than the home price. Since the industry expects to import 
about 14 million tons of scrap from Germany in the coming 
year, it is obvious that something like half the £25 million 
which Mr Strauss is off-loading from the taxpayer to the stee! 
consumer represents the excess cost of imported scrap. Another 
factor in the rising cost of “ subsidies” would have been the 
increased imports of crude steel and “semis” during the 
coming year. The Economic Survey puts the total steel imports 
including finished products, at a million tons for 1949, compared 
with 400,000 tons last year, but does not split up the figure. 
There are certainly contracts for §§0,000 tons of “ semis” to 
be imported from France and Belgium, at prices which, -next 
year, will be nearly {11 a ton higher than the Corresponding 
British prices. 

To allocate these costs directly to those concerns which 
happen to use imported materials or steel would be impracti- 
cable, at least immediately. The industry therefore proposes 
to finance them by reverting to a system of levies on producers. 
The bulk of the loss on imported raw materials is to be carried 
by a levy of 26s. a ton on steel ingot production, representing 
an average of 36s. a ton for finished steel and castings. For 
semi-finished steel, a levy of 13s. a ton is being made to cover 
the loss. Apart from these internal accounting devices, how- 
ever, the Iron and Steel Board has been undertaking a major 
review of the method of fixing steel prices. Its conclusions 
have been designed to meet a number of different factors— 
some of which, like the principle of a “ reasonable return ‘on 
capital employed” may become clearer in the course of time. 
This is an important point, for it is clear that the return’ on 
the production of primary steel has been falling while at the 
same time the capital costs and other charges have been rising. 

The broad effect of the price review recognises this point. 
The increases in basis prices, set out in the following table, 
show that it is the primary products which are raised most, 
both absolutely and proportionately, while the finished products 
are raised least. 


StreEL—New Basis PrIces 





(Per Ton) 
PeEEALENT ENURDESCunOnEST ESSEC en 
New Price Increase | Old Price 
April Ist 
isis i eis ee a a Bis oe eee ere uo | ih da 
s | ‘' 8..i £s a | fsa 
Heavy sections (angles) .............00 19 13 6 212 0 i716 
SOT SES 00 055.5k0 fbn vk 0s unesanchets 19 2 6 26 0 16 16 & 
SNOE x 5: 6.5 wacedars sscna6 outs dhian aie 2014 6 218 0 | 17 16 6 
Billets, soft basic untested............4. 16 16 0 214 0 4 26 
Light sqU : sities scccsddditasciaces 2116 0 216 0 19 0 0 
Cold golled strip ...is.......-sescicwace 3115 6 24 0 2 ll 6 
Bright steel bars ..........0.-.s.cccees i228 193 29 13 0 
Wire rods (soft basic) ........0..eessee 2123 22 3 18 10 0 
Wire (hard drawn steel).............00 2% 0 0 226 25 11 6 
Alloy black bars....... Doe bemiins 3514 9 253 33 9 6 
Alloy bright bars (squares 1 in. and up, 
1 per cent nickel steel)...,.........0 4819 9 4 6 49 43 
* Reduction. 


The figures clearly show that the finishing trades are expected 
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to absorb a significant part of the Exchequer losses, while the 
results of primary steel production should be improved. For 
the industry as a whole, the net effect is more likely to be a 
reduction in earnings than the reverse, particularly as there are 
certain items of increased cost, quite apart from the transferred 
« subsidies,” which the industry is absorbing. 

It will not greatly appease the consumer of steel to be told 
that even when this latest increase in steel prices is taken into 
account, the average price of steel will still be only 187 
(1938 = 100) whereas coal stands at 245 and industrial materials 
and manufactures at 240. It can indeed be demonstrated that 
steel is still relatively not so dear and that on given assumptions 
home trade prices for steel in this country compare favourably 
with home trade prices in other countries, not excluding the 
United States. There are good arguments for making steel 
consumers, like all other consumers, pay a price which corre- 
sponds pretty closely to the economic cost of production. But 
jt would be surprising if the latest increase did not hasten the 
signs of slackening demand which have become more evident 
in certain markets. They will reinforce, too, the broad case 
for major if not complete relaxation of the steel allocation 
system. Even last year it was becoming less and less effective 
and stocks were beginning to expand significantly. It may well 
be that, before very long, the “ absolute scarcity ” of steel, which 
has been the recurrent theme of economic planning during the 
past two years, will have given place to relatively free supplies. 

That event will pose some awkward problems, not merely for 
the British steel industry, but for the steel industry of western 
Europe as a whole. It will end the present Belgian export 
“monopoly.” It will raise the crucial question of future plans 
for new steel capacity, both in Britain and in Europe. 

Signs have appeared this week that the Organisation for 
European Economic Co-operation is turning its attention 
seriously to the need for a review of the major investment plans 
of the participating countries—and, not least, of their plans for 
expanding their iron and steel industries. One of the eight 
“principles” adopted by the Council of OEEC in February 
was that investment and modernisation projects “ should be 
developed rationally and in concert ” along lines which will best 
help to correct the balance of payments, but along lines also 
which will avoid the creation of surplus capacities. Another 
“principle ” laid down is that a system should be devised by 
which participating countries can co-ordinate their plans. 
Excellent though these principles are, the fact that it is necessary 
to enunciate them at all is alarming evidence of the ground 
that has still to be covered. The next step must be a study of 
the various national investment programmes in the hight of the 
principles, so that action may become possible ; and this was 
among the tasks assigned to the executive committee by the 
Council of OEEC at the council’s meeting last weekend. The 
executive committee was also instructed to draw up a list of 
industries “ which might be considered suitable for co-ordina- 
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tion between the participating countries.” Steel and oil ‘aré 
known to be (as they should be) the first candidates on the list, 
and on American insistence electric power will probably be 
the third. At the same time as these decisions were announced, 
the news was also released in Paris that the OEEC had 
approved a series of projects for the development of the 
iron and steel industries. It would be unfortunate if the pub- 
licity given to this news were to create the impression that co- 
ordination of the steel development programmes already exists. 
These projects have, it is true, been approved by OEEC after 
examination by its iron and steel committee. They represent 
a Capital investment of about £75 million, and will require ECA 
authorisations of about $100 million. They are, however, part 
of the programmes of the countries concerned for the current 
year, 1948-49, which is three parts gone, and large parts 
of them are already in hand: The two British projects for 
which authorisations have been recommended are parts of the 
developments being carried out by the Steel Company of Wales 
at Marganyand by Stewarts and Lloyds at Corby. A continuous 
strip mill for France, a semi-continuous strip mill for 
Luxemburg and another for Belgium, and a cold finishing mill 
for Belgium, were also approved ; these have been in hand for 
the past year or so, and are intended to be in production by the 
beginning of 1951, when they will add 2,250,000 tons to the 
steel strip producing capacity of western Europe. 

Some further projects, which are not yet in hand but which 
appear to enter into this year’s programme, were approved in 
the same report. They include a second continuous strip mill 
for the French steel industry, ore mining and steel finishing 
developments in Austria, a reversing sheet mill for Belgium, a 
hot strip mill for Italy, and ore mining equipment for Turkey. 
All the projects (both those which are already in progress and 
those which have yet to start) were brought before the OEEC 
late in the year and had to be considered at short notice. 
That they came on the agenda at all was brought about by 
American initiative ; ECA insisted that they must be approved 
in Paris before the authorisations would be made. The 
Americans demanded the same procedure for the electricity and 
petroleum programmes as well, and have made it clear that they 
are concerned with the danger of over-investment in the basic 
industries, and with national programmes which may overlap. 

The somewhat hurried action taken to meet this American 
requirement does not, therefore, indicate that the serious 
attempt to co-ordinate the European steel programmes has 
begun. With the projects that it has just considered and 
approved, OEEC has not yet entered on the debatable ground. 
It has yet to reach the many marginal projects which will become 
contentious when the real attempt to co-ordinate is made. When 
it comes to scrutinise these marginal plans, and is faced (as it 
may be) with the necessity of recommending cuts, its difficulties 
will begin. 


On the basis—admittedly uncertain—of the existing develop- 
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ment plans of the OEEC area, its production of finished steel in 
1952-1953, expressed as a percentage of the average of the years 
1935-38, is estimated as 140 in the OEEC interim report. This 
assumes, however, that the stee! production of the Bizone of 
Germany will not by then have exceeded its present permitted 
level of 10.7 million tons, which is 66 per cent less than the 
1938 level of steel production in the bizonal area. It the Bizone 
is left out of the calculation, the remaining OEEC countries are 
to have a combined index of finished stee] production (according 
to the same estimate) not of 140 but of 170. Is it assumed that 
the plans wilt produce an approximate balance between steel 
supply and demand in 1952-53 with German production still 
restricted ? Even that assumption is probably quite debatable, 
but it may have had to be made. But what if the dis- 
mantling programme in Germany is modified, and the Bizonal 
capacity is not brought down to 10.7 million tons? What, 


Scottish Coal 


je planning the reorganisation of the Scottish coalfield, the 
National Coal Board is tackling a task of decisive impor- 
tance ; by the success or failure of its Scottish schemes the 
Board’s capacity to run the industry will largely be judged. 
The need for drastic measures of concentration has long been 
recognised, and the present plans follow the broad lines laid 
down by the Scottish Coalfields Committee nearly five years ago. 
This Committee established the fact that, in view of the pro- 
gressive decline in output from the Central (Lanarkshire) coal- 
field, production from other areas must be developed. 

Before the first world war, the Central coalfield produced 
nearly 24 million tons a year—more than half Scotland’s total 
output. By 1939, its output was only 13 million tons, and the 
steady decline will continue over the next 30 years. Output 
from Lanarkshire, which now accounts for the bulk of the 
production of the Central coalfield, is expected to be as low 
aS 3,250,000 tons, or lower, by 1965, with 800,000 tons from 
Stirlingshire and 3,500,000 tons from the West Lothians. To 
compensate for this decline, large-scale mining development is 
to be carried out in the other Scottish coalfields—notably in 
the Forth basin, the output of which (13 million tons in 1939) 
is to be raised to 19 or 20 million tons a year in the 1960s, 
and in Ayrshire, where annual output is to be raised within 
the same period to 6,000,000 or 7,000,000 tons. By these 
means the total annual coal output of Scotland will be restored 
to at least its prewar level of 30 million tons a year compared 
with the present figure of 23 million tons. 

The Scottish Coal Board has embarked upon an ambitious 
two-year project for closing down some 30 Lanarkshire pits, 
employing about 5,000 men, cither because their reserves are 
nearing exhaustion or because they are hopelessly uneconomic. 
Of these pits, it is hoped to close at least ten by midsummer, 
and to transfer their workers to productive pits in Fife, the 
Lothians and Ayrshire. Eventually, as more pits reach ex- 
haustion, the migration wili reach even greater proportions. 
It can be reckoned that, in order to preserve a balance, a popu- 
lation equal to at least eight times the number of the miners 
involved will be required to move. On this assumption Lord 
Balfour, chairman of the Scottish Divisional Board, told the 
Board’s summer school at Oxford last year: 

It would be no exaggeration to forecast that within ten years 
the total movement of population mostly from the Central 
areas will number not far short of 100,000. 

These vast changes will naturally take a long time. For the 
present, and although a steady movement of miners has been 
taking place in recent months, the Board is meeting with serious 
difficulties in the execution of its short-term programme. Vested 
interests in the declining areas—notably the Lanarkshire County 
Council and the local. MPs—have raised a barrage of opposition 
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alternately, if the German steel industry resumes—as eventually 
it must—its customary sate of technical improvement, and js 
able—as the British steel industry has lately shown itself able— 
to get more production from a given nominal capacity > There 
can be little doubt of the physical ability of the Ruhr steel 
industry to exceed the permitted limit long before 1952, 4 
year ago Bizonal steel production was at the rate of 4,120,000 
tons a year; today it is at a rate of about 8,000,000 tons a 
year. The assumption that political pressure can halt this rate 
of progress abruptly and finally at 10.7 million tons a year jis 
unlikely to prove realistic. Yet it is one of the bases on which 
the OEEC has so far been obliged to proceed. The uncertai 
which arises from this factor alone should be enough to temper 
the expansionist approach to steel] development with, at the 
least, a critical scrutiny of the merits and economic justification 
of each project that is put forward, 


Development 


against what they regard as “ condemning a county to death.” 
Their objections may not prove insuperable, but the present 
attitude of the National Union of Mineworkers, which is not 
far removed from passive resistance, is more disturbing. 
Originally the Scottish miners’ leaders, who happen to be 
Communists, were, if not exactly enthusiastic, at any rate pre- 
pared to be co-operative. They recognised the need for concen- 
tration, and asked only that the plans should be carried out 
in consultation with the union at every stage, and with full 
consideration of the social and human problems involved. Both 
these points the Board has aimed to meet. As long ago as last 


summer it held preliminary talks with the NUM representa- | 


tives. As a result—to quote Lord Balfour again— 

The NUM are pledged to the acceptance of concentration 
in principle, and have indicated their willingness to co-operate, 
once they are satisfied that our intention to close certain 
collieries is based on sound reason. 

The Board’s representatives have visited every colliery which 
it is proposed to close. There have been pit meetings to air 
the men’s objections. Miners are not asked to move without 
the guarantee of a job and accommodation when they arrive. 
For the older or less mobile miners, arrangements are made as 
far as possible for their absorption in neighbouring pits. 

The NUM admits that, unlike the prewar unplanned drift 
of miners away from the west, the present migration is being 
carefully planned. Yet Mr William Pearson, the union secretary 
for Scotland, declared the other day: “ The National Coal 
Board alone must accept full responsibility. The NUM has 
never been consulted in the drawing up of the plan.” He went 
on to say that the union would never agree to the closing of a 
pit for purely economic reasons, unless its reserves were proved 
to be worked out. Such closings, he said, would be “ the old 
coalowners’ policy all over again.” 

It is, however, extremely hard to draw a line between 
economic and geological reasons.. In 1947, the average profit 
for Fife and Clackmannan was 4s. 8d. a ton, while the Central 
West area lost on the average 3s. 5d. a ton. About 19 collieries 
on the closure list lost on the average gs,a ton, and had it not 
been for them the Division would have increased its profit by 
35 per cent. Some pits in the Shotts area of Lanarkshire have 
been losing as much as £1 a ton, and their output per i 
is only 12-14 cwts., compared with pits in Fife with well ovet 
30 cwts. OMS. In these circumstances, how can the con- 
tinuance of uneconomic pits be justified while developing 
collieries are short of manpower ? The union’s counterclaim 
that the flooded pits of Lanarkshire should be pumped dry was 
disposed of by the majority report of the Scottish coalfields 
committee, which. estimated. that effective pumping schemes 


would add about 2s. 6d. a ton to the costs at the pits involved. _ 
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It would, of course, be an over-simplification to write off 
Lanarkshire altogether. There are still some seams which can 
be worked, if at a moderate loss, and there are useful_possi- 
bilities in the Douglas area. But, by and large, Lanarkshire’s 
day as a mining county is done, and it is.significant that out 
of Scotland’s proved reserves of 8,000 million tons, the Central 
coalfield has only 12 per cent. The Board can reasonably argue 
that it has made every effort to meet the men’s difficulties and to 
facilitate the transfers, It meets the travelling and removal 
expenses of families, provides settling-in grants for those who 
are on the waiting list for houses (and have to live temporarily 
in hostels) and seeks to match skills with vacancies. Schemes 
are now being considered to move families in groups so that 
friends can stay together, and to give miners and their wives a 
chance to sce the conditions in Fife before making up their 
minds. 

* 

Housing is, of course, the major problem, but arrangements 
have been made with the Scottish Special Housing Association, 
in conjunction with local authorities, to build for miners’ needs. 
New houses are allocated on a 50:50 basis between local and 
transferred miners, and there is no doubt that a new home is 
an important incentive to young couples who have been 
struggling to bring up a family in the appalling conditions of 
Lanarkshire. The new houses, whether of traditional materials 
or of steel or aluminium, have every modern labour-saving 
device, and many families which have moved agree that, from 
the point of view of health and housing, Fife is an improvement 
on the homes they have left. Most miners, too, agree that their 
new working conditions are far superior. Many of the Lanark- 
shire pits are waterlogged, with narrow seams of 17-24 inches 
and cramped working conditions, whereas the Fife seams 
are 6-8 feet, with broad roads and high roofs. Yet, against 
the physical advantages, psychological factors exert a strong 
pull. To move means being uprooted from home and friends, 
and to many Lanark men, Fife is a foreign country. 

A serious drawback is the lack of new industrial development 
in the east. The Forth basis was not included in the Scottish 
Development Area because its prewar unemployment propor- 
tion was not high enough. The new factories on trading estates, 
on the outskirts of Glasgow and in Lanarkshire, provide work 
for miners’ wives and daughters and supplement the family 
income. Linoleum in Kirkcaldy and distilling in Leven cannot 
compensate for the lack of light engineering and consumer 
goods factories in the east. Another disadvantage is that, illogi- 
cally enough, earnings tend to be lower in the east than in the 
central areas, despite the greater productivity of the pits. This 
is particularly felt by skilled men who are starting up in a new 
pit, and the Board might well consider revising piecework prices. 
to meet the situation. 

The authorities have no doubt found it necessary to concen- 
trate on the provision of houses as the most urgent need, but 
they have done this to the exclusion of every other form of 
building. New housing estates, such as KennoWay, near Leven, 
ate singularly devoid of any social or communal life. It is no 
consolation to the miners who have immigrated to say “ Wait 
for Glenrothes,” the New Town in the Leven valley for 30,000 
people, miners and non-miners, which has been planned on 
lavish lines, 

Glenrothes, like the Rothes pit which it will serve, is part of 
avery long-term plan, and in the meantime the Coal Board is 
faced with an urgent problem. Should it wait for the Lanark- 
shire authorities and the union to modify their objections ?. Or 
should it push ahead with its schemes, despite the opposition ? 
The Coal Board has shown that it is aware—as it is bound to 
be—of the social issues involved. But it cannot evade the 
answer. Its primary duty is to produce more coal, more cheaply, 
i the shortest possible time, and it must go forward with the 
Plans that are to yield that result. 
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This year Easter falls in April, and Spring 
brings many inquiries of a happy and eventful 
nature. ‘‘I am delighted to tell you that I 
am to be married at Easter’’—so begins a 
letter to one of our branch managers. It 
continues: ‘‘My solicitors are preparing a 
marriage settlement and they tell me that I 
shall need to make a new will, as marriage 
revokes the existing one. I wonder whether 
your Trustee Company will act?’’ Of course 
the Company will act, as executor or trustee 
or both. Its officers, while giving the 
benefits of a specialised service, preserve friendly 


relations with all those for whom they act. 


MIDLAND BANK EXECUTOR 
AND TRUSTEE COMPANY LIMITED 
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Business Notes 


The Budget Prospect 


Thanks to the inclusion of unexpectedly large credits from 
abnormal sources of revenue, and to the effects of past inflation 
in boosting the yield from normal sources, the Chancellor has 
achieved, and even well surpassed, the unprecedented surplus at 
which he aimed last year. The year-end Exchequer Return was 
released too late for detailed analysis in this week’s issue of The 
Economist, but, as will be seen from the figures given in the 
Records and Statistics Supplement, the above-line surplus, before 
charging £22.8 million allocated to Sinking Fund, came out at 
£854 million, compared with the budget estimate of £789 million. 
Below-line expenditure, after deducting offsetting credits, absorbed 
roughly £460 million, apart from a net £27 million of expenditure 
accounted through the Civil Contingencies Fund. If this is 
included, the net surplus was thus £367 million, compared with 
the estimate of £330 million given in the budget speech. For a 
year in which “ordinary” expenditure so largely surpassed the 
original expectations, this is an impressive performance. But it 
depended so largely upon special or non-recurring revenues that 
it cannot be any foundation for optimism about next week’s 
budget. 


Last year, among the ingredients of budget-making, the 
economic certainly outweighed the political. For the first 
time, the shape of the Chancellor’s proposals was deliberately 
moulded, according to economic principles, to fit the pattern of 
the national economy as a whole. The pattern dictated a very 
large budget surplus (as conventionally computed), and although 
Sir Stafford was already confronted with the prospect of a surplus 
ot unprecedented size, he imposed net additions to taxation to 
make the surplus larger still) This year the general line of 
approach will be the same. Sir Stafford will certainly reaffirm 
the principle that the budget should be the balancing factor in 
the capital account of the national economy as a whole. But the 
ingredients in the policy mixture will be differently combined: 
the economic element is most unlikely to be so dominant as it 
was last year, and there is even a risk that the proportions of the 
economic and political elements may be interchanged. On the 
diagnosis of the Chancellor’s problem given in the Economic 
Survey, a strictly economic approach would require an even more 
austere policy than last year’s. This diagnosis pointed to the 
need for a true “current” surplus at least as big as last year’s, 
whereas the prospective surplus on the existing basis of taxation 
will be very much less. From the same premise, indeed, a purist 
might argue that, since disinflation has failed to achieve the 
re-distribution of real resources at which the Government aimed, 
the surplus to be aimed at this year ought to be substantially 
larger than that for 1948-49. 


Fortunately, there is room for dispute about the diagnosis in 
the Survey. It took no account of the probability, as it now seems, 
of some further easing of the pressure of demand during the 
course of the year in consequence of the business recession now 
so widely expected. Such an easing of pressure, which most 
commentators discuss with apprehension, would in fact be a 
welcome development so long as it did not become a major down- 
ward spiral. It would mean that natural forces had begun to 
exert precisely the effects which Sir Stafford has been trying, 
with only moderate success, to achieve by disinflation. This 
prospect of some natural reinforcement of his policy does not 
mean that deliberate disinflation through a budget surplus can 
be dispensed with. But it may provide the Chancellor with a 
legitimate reason for declining to follow the logic of the Survey’s 
diagnosis to its ultimate conclusion—for abstaining, in short, from 
making large net additions to taxation, in default of any reduction 
in expenditure below the level at which it is now estimated. The 
importance of this factor—which, after all, is still only a con- 
tingent factor—could, however, easily be exaggerated at present. 
There are so many potent devices available to the Government 
—particularly in its control of new capital investment work—for 
arresting a downward movement if it threatened to become exces- 
sive, that there is no need now to prepare for a condition which 
may never arise. But this new factor leaves wide scope for 
differences of view, and may make it more difficult for the 
Chancellor to resist the many pressures upon him. The risk of 
a political rather than an economic budget is thereby increased. 





No Tax Reliefs ? 


Bearing in mind such considerations as these, most econo. 
mists would probably feel reasonably satisfied if the Chancellor 
can so fat hold his ground as to keep his prospective surplus 
intact—even though a strict economic analysis might dictate 
larger surplus. They would admit that, given both the need 
to avoid any further disincentive measures and the risk that 
efforts to enlarge the surplus might simply have the effect of 
reducing the flow of private savings, it is well-nigh impossible to 
raise the burden of taxation. Their prescription would be an 
increase in the surplus by means of a reduction in expenditure. 
If this is ruled out, in the sense that the Chancellor bases his 
plans on the estimates already presented, this means that any 
tax concessions must be approximately balanced by additional 
taxation in other directions. Unless the Chancellor is ready to 
embark upon large structural changes in the system of taxation 
or to make large cuts in the cost of living subsidies, this must 
mean that the scope for relief is very small. If the budget is 
to be an honest budget, in the sense that any tax increases wilt 
genuinely reinforce the disinflationary surplus (instead of merely 
eating into other savings, as does the “ once-for-all” capital levy), 
the avenues for new revenue through which to finance reliefs will 
be found to be extremely narrow. Indeed, given the present 
fiscal structure, it is hard to think of any means, except perhaps 
an increase in taxation of unearned personal incomes, through 
which any significant additional revenue might be obtainable 
without immediately infringing this principle. Presumably, 
nothing of this kind would be contemplated except as part of a 
major reform of the whole system of income taxation on some 
such lines as those often indicated in these columns ; and there 
is no sign that the Government is yet ready to embark on radical 
reform. As a means of augmenting its own revenues, though 
not the aggregate of disinflationary savings, the Treasury might 
look to the death duties, and a closer control of gifts inter vevos 
is perhaps likely. 

Among major possibilities of change there remains only an 
assault upon the purchase tax, which in present circumstances 
could not conceivably be abandoned unless it were replaced by 
a sales or turnover tax offering a roughly corresponding yield, 
It is questionable whether this is a suitable moment to make 
such a change, even if the resources of the Revenue Departments 
were equal to the administrative burden which the transition 
would involve. Otherwise, the only scope for concession to the 
public clamour against this most unpopular of taxes would be a 
few marginal concessions where the shoe pinches most. In some 
directions, indeed, the point may have been reached at which 
reductions could be made without any net loss to the revenue, 
and perhaps even with the possibility of a net gain. The smokers 
and beer-drinkers have been urging this same argument for 
abatements of the tobacco and beer duties. But if they stand 
any chance of being heard, it will only be because there are 30 
few directions in which an honest Chancellor could make even 
a gesture of response to public appeals—and in tobacco, in any 
case, he would have to weigh an increase in revenue against a loss 
of dollars. This budget, in short, ought to be almost a “no 
change” budget—unless the Chancellor is ready for structural 
reforms, 

° * . 


Bank Deposits and Conversion Plans 


With the passing, early last month, of the seasonal peak in 
tax collections, the downward movement of bank deposits has 
virtually exhausted itself. After their reduction by no less than 
£286 million in the first two months of 1949, net bank deposits 
last month dropped by only £5,400,000, to £5,621 million. Even 
this modest movement, however, has had the interesting effect 
of bringing the total to within £12 million of its level at the 
corresponding date last year, whereas only three months ago the 
increase on the year was £231 million. The margin now Is 
smaller than at any time since the phase of wartime credit 
expansion started ten years ago. But, lest false conclusions be 
drawn from this relatively favourable comparison, it should be 
emphasised that the big improvement in the past month is due 
solely to the fact that twelve months ago bank deposits were 
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largely expanded by the Treasury financing of the repayment of 
the 3 per cent Conversion Loan and the Argentine rail purchase. 
Though bank deposits are nearly back to their level of twelve 
months ago, they are still £161 million above the figure at which 

stood before these operations injected up to £300 million of 
credit into the system (assuming that at the redemption date half 


the Conversion Loan was still held in non-official hands). 

This point has some bearing upon the question now agitating 
the gilt-edged market, whether the authorities will decide to 
repay the 2} per cent National War Bonds, 1949-51, on the 
earkest date. On the assumption that any replacement issue would 
not be a money market “ short,” there would be little scope for 
conversion applications, since virtually the whole of the maturing 
issue outside official hands must be held by the money market 
aad other similar institutions. Hence in making any replacement 
issue the authorities, following their normal “ underwriting ” 
yechnique, would have to be prepared to absorb at the outset 
a high proportion of the issue themselves. This would mean a 
corresponding increase in the volume of bank deposits and an 
gccentuation of the liquid condition already existing in the market. 
Those who believe that the War Bonds will not be called at the 
earliest date have based this belief partly on the fact that bank 
deposits already showed a large increase on the year. 


* x ” 


Glut of Liquidity 


Now that this is no longer true, ought the underlying argu- 
ment to be modified ? Probably not. In weighing the credit 
aspects of any operation they may be considering, the authorities 
ought to reflect, first, that deposits (despite disinflation) are still 
largely above their level of thirteen months ago and, secondly, 
that the reinvestment of the moneys released then has not, on 
balance, been accompanied by any corresponding cancellation of 
credit. On the contrary, the true liquidity of the domestic credit 
position must be even greater than the movements of bank deposits 
mply, since the declining trend of overseas holdings of sterling 
must mean that deposits have been tending to move from overseas 
to domestic ownership (even though the greater part of the 
overseas funds was and is held in the form of bills, as distinct 
from deposits). Given the background sketched in the Economic 
Survey, it would certainly be imprudent to add further to this 
liquidity. On the other hand, if the Government is becoming 
converted to the view that some further easing of the pressure 
of demand is probable, it might feel the inflationary risk involved 
ma glut of liquid assets to be a good deal less than was true 
some months ago. But, after the lack of caution in monetary 
policy last year, it would be well to err on the side of prudence 
now. 

There is little sign, however, that such considerations are 
weighing with the authorities. Market circles, it is true, are 
agreed that there has been no such official buying of the War 
Bonds as would normally precede a redemption. But are the 
authorities preparing the way by other means ? The easy money 
policy pursued last year worked in that direction ; and, although 
the seasona! disturbances of the past few weeks have been so large 
that it is impossible to discern whether a similar credit policy is 
still being followed, one movement shown by these latest banking 
hgures may be a significant pointer. Bank investment portfolios, 
after their period of stability during 1948, rose last month by 
£9,000,000, and are now within £4,000,000 of the peak reached in 
1947, having gained nearly £24 million since last September. 
Afterall the discussion about the supposedly excessive pressure 
of advances, it is curious to find advances and investments again 
rising simujtaneously—even though the rate of growth in the 
former has been much less than in the similar period of last year. 
Is an easy money policy—modelled rather upon the prewar 
technique than upon that of Dr Dalton—still to be followed, 


desoite all the complaints about the conflict between fiscal and 
monetary policy ? - 


Labour and Industry 


Manpower Policy in Easy Lessons 


Last week’s debate in the Commons on manpower can be 
Credited with the interment of an idea, if with little else. ‘The 
idea is that among the means by which the Government secks to 
influence the course of economic events in this country a major 
and active part is played by an identifiable branch of its economic 

known as “manpower policy.” This conception still 
found expression in last year’s Economic Survey, which set up 
€ now legendary “targets in the full sense” for increased 
Manpower for coal, agriculture and textiles. None of these was 
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attained. Sir D. Maxwell-Fyfe pointed out that in coal the 
failure was of the order of 75 per cent of the increase projected, 
in agriculture 35 per cent, and in each of the textile industries 
more than 60 per cent. The Minister of Labour’s defence was 
almost an epitaph on manpower planning: 

It is the production target which is the important thing. 
Manpower targets are not ends in themselves, but are merely 
estimates of the manpower needed to reach a given production. 

In coal, the production target was “almost” reached ; this, Mr 
Isaacs implied, cleared up the little matter of the manpower 
target. 
aiding machinery coming into operation, “we are satisfied after 
consultation with the Minister of Agriculture that there is no 
real problem.” In textiles, though the reluctance of old textile 
workers to let their children and grandchildren go into the mills 
has not been overcome, there is satisfactory evidence of official 
activity : 

We have been constantly active with textile recruiting campaigns, 
publicity campaigns, works meetings and spectal weeks in various 
towns. 

Productivity in the textile industries, Mr Isaacs pointed out, rose 
during 1948. “Nobody can beat our Lancashire weavers at their 
own game.” 

So much for the planned increases which did not come off. 
What of the planned reductions, which also did not come off, in 
industries which were judged a year ago to be overmanned ? In 
the first of these, public administration, the tendency to grow 
instead of to shrink is a melancholy fact about which a Minister 
of Labour can do littl. Building, which was to show 
a fall of 164,000, kept its labour force roughly unchanged. One 
reason for this was that the Government found that by closing 
down the building industry it was placing men upon the 
unemployment registers : 


It is easy to say on paper that if you close one industry you can 
boost up another, but in practice it means that you are only taking 
round pegs out of round holes and pushing them into square holes. 

This would appear to leave little more to say on the subject of 
manpower policy, but the Minister had a further contribution 
on the distributive trades, which kept 86,000 more workers than 
they were expected to have. Was this a waste ? 

If we have more staff available in the retail shops we ease a little 
the burdens of waiting and worrying. We also relieve the problems 
of the shopkeepers themselves. It all helps to create a_ better 
atmosphere. 

It does indeed. It may require, of course, that the textile workers 
should work overtime ; but, when the long day ends, they will 
get quicker shopping service, though they may not get enough 
shirts. 


*x * * 


Two New Development Areas 


The Board of Trade Orders establishing two new Develop- 
ment Areas—Merseyside and a wide tract of the Highlands—were 
laid before Parliament this week. The two new areas were fore- 
shadowed in the White Paper on the Distribution of Industry 
last October, and their claims to the status were ventilated long 
before that. But since the claims were first put forward, circum- 
stances have enforced a number of changes in Government treat- 
ment of the Development Areas, and it is likely to be asked 
what advantage Merseyside and the Highlands will get from 
their new status. 

The advantages are, indeed, far less tangible than they were 
three or four years, or even 18 months, ago, when the vern- 
ment had the initiative in the geographical planning of industrial 
expansion. In 1946 and 1947 about a seventh of the total 
of new industrial building in the Development Areas was the 
“advance programme” by which the Government itself built 
factories in anticipation of demand. A large part of the remainder 
—whether the factories themselves were to be owned by the 
industrial firms, or by the Government with the firms as tenants— 
went into the areas a; a direet result of official pressure or 
inducement. 

Since the cuts in the capital investment programme at the end 
of 1947, no new schemes have been undertaken under the 
“advance programme.” Some of the schemes already in hand 
are being completed, but this will be of no help to new members 
of the circle; Merseyside and the Highlands cannot, therefore, 
expect to get new factories in anticipation of demand. Bur 
furtherthe cuts in capital investment made it necessary for 
industrial projects which were to be located in the Development 
Areas to submit to the same tests of necessity and usefulness as 
industrial projects which were to be located anywhere else. This 
removed one of the most powerful inducements to firms to put 


In agriculture, with the increased quantity of labour- - 
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their new works in Development Areas instead of in the most 
convenient place—for cxample, next door to the parent works. 
Evidence is accumulating that these and other causes have arrested, 
if not reversed, the movement of new industry into the Develop- 
ment Areas. New areas can therefore expect, at present, little 
more than marginal advantages: advice on sites and services, 
the possible option of renting a factory, the possibility im some 
circumstances of assistance in raising money; as things are, not 
much more help than this can be offered. 


* * * 


Workers’ Earnings over Ten Years 
The Ministry of Labour’s latest six-monthly review of 
workers’ earnings, relating to last October, shows that the steady 
upward trend has continued unabated. The average earnings of 
over 6,000,000 workers in manufacturing industry in the last pay 
week of that month were 117s. 4d., compared with 114s. in April, 
1948, and 53s. 3d. in October, 1938. This represents an increase 
of 120 per cent over the prewar figure, the increase being greater 
for women and girls than for men and boys. Hourly earnings have 
risen even more and are 126 per cent higher than their level in 
ctober, 1938. ; 
There is a wide gap between earnings and wage rates, which 
were only 72 per cent higher than in October, 1938. The difference 
arises from a variety of factors, such as the extension of systems 
of payment by results, changes in the proportion of men and 
women, boys and girls in different occupations and different 
industries, and—above all—overtime working. The actual hours 


worked averaged 45.3 in October, compared with 46.5 in October, 


1938. 
The survey underlines the disparity between men’s and women’s 


wages ; the lower-paid groups are those which employ predomin- 


antly female labour. The accompanying table shows the course 


of weekly earnings in the ten years from October, 1938. 


Youths | 
Date Men and | Women | _— Girls All Workers 
Boys | 
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The earnings of workers in the mines, docks, railways, distribu- 
tion, entertainment and commerce are excluded from the survey, 
which is mainly concerned with manufacturing industries. Their 
inclusion would probably tend to raise the average. Miners are 
now the highest paid industrial group, with weekly earnings 
averaging 165s. 9d,, compared with 60s. 4d. in October, 1938. The 
increase in earnings per shift amounts to 190 per cent. No com- 
parable figures exist for dock labour, but the average in the three 


months October-December, 1948, was 164s. 6d. a week. 


In manufacturing industry, the highest paid groups are in metal 


manufacture (146s. 4d.) and vehicle production (140s. 9d.). Earn- 
ings in blast furnaces averaged 152s. 5d. and in motor car produc- 
tion 154s. 2d. The lowest earnings are found in clothing (86s. 5d.) 
and textiles (94s. 4d.). 


* * * 


Arithmetic of the Film Quota 


The President of the Board of Trade, in explaining in the 


Commons his decision to reduce the first-feature film quota from 
45 to 40 per cent, described the proceedings of the Films Council 
when it had to consider the advice which the industry should 
offer to the Government in more detail than they have yet been 


described. The picture which emerged illustrates the almost 
hopeless difficulty of getting a common approach or a collective 
policy from what Mr Harold Wilson called “this unhappy and 


divided industry.” The producers and members wanted to keep 
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the quota at 45 per cent for the coming year. The exhibitors 
wanted to reduce it to 33} per cent. The trade union representa. 
tives were divided. No process of compromise took place, and 
the Council voted in two equal halves; its chairman, Led 
Drogheda, then gave his casting vote for the reduction, but 
added that in his opinion 33} per cent was too low. In the 
circumstances Mr Wilson could reasonably claim to have been 
left with the obligation to make up his own mind. 

The arithmetic on which he based his decision not to reduce 
the quota below 40 per cent does not seem, however, to have 
been flawless. He assumed that between 70 and 80 British first. 
feature films would be released in the coming quota year, Qn 
a 40 per cent quota, towns with three cinemas, each changing its 
programmes not oftener than once a week, should be able to 
“ satisfy their obligations” with 63 British films between them. 
What are the comparable figures for the present year? Mr 
Wilson said that the 45 per cent quota required a total of 75 
films, and that first-feature releases in the current year were 
“unlikely to exceed roughly 78.” He therefore claimed that the 
new order gave a slightly larger margin and therefore “ slightly 
more freedom of choice to exhibitors than last year’s order, now 
in force, actually gave.” 

Does it? The flaw is that Mr Wilson is comparing the actual 
releases of the current year with the estimates—or, to put it 
bluntly, the hopes—for next year. The figure more truly com- 
parable—the estimates made a year ago, and on which the 1948-49 
quota was based—put a different face on the matter. A year 
ago the British producers estimated their product for the first 
quota year at 105 films; this was whittled down in the Films 
Council to 95, and the Board of Trade fixed the quota on the 
assumption that the actual figure would be go. Instead the 
actual figure is “ unlikely to exceed roughly 78.” At a time of 
contraction and financial difficulty it is no matter for surprise 
that producers fall behind with their programmes. But if they 
fall behind with next year’s programme to the extent that they 
have fallen behind with this year’s, the exhibitor’s “ actual ” margin 
of choice will be not widened under the 40 per cent quota, but 
considerably narrowed. And it is already too narrow to enable 
him to “ satisfy his obligations ” in more than a technical sense. 


Finance and Banking 


Year of “ Small ’’ Dissaving 


If the measure of personal saving upon which the Chan- 
cellor can count for the purpose of framing his budgei were to 
be the performance of “ national” savings, the prospect would 
be bleak indeed. In the fiscal year 1948-49, the National Savings 
Movement has in effect reversed its wartime role. Until 1947-48 
it was still making an appreciable net contribution to the financing 
of Government outlays, but in the year just ended the “ small” 
savers have on balance made considerable demands on the 
Exchequer, and the efforts of workers in the Movement have been 
directed towards ensuring that these net demands are kept to 
the lowest possible level. Figures for the full year are not yet 
available, but in the fifty-one weeks to March rgth, net savings 
as defined by the Movement totalled less than £29 million, in 
contrast with a shade over £200 million in the similar period of 
1947-48 and about £330 million for the full year 1946-47. These 
“net” figures, moreover, while allowing for withdrawals of 
deposits and prior encashments of other savings securities, ignore 
all redemptions of Defence Bonds at maturity. If allowance is 
made for these--as it evidently should be—the apparent net 
saving of £29 million in the past year is converted into a net 
dissaving of £23 million, since maturities of bonds during the 
year amounted to nearly £52 million. Inclusion of these figures 
does, however, somewhat reduce the contrast shown with 1947-48, 
since in that year redemptions totalled £101 million, reducing the 
year’s net figure to £99 million. Even this calculation does not 
reveal the full extent of the demands on the Exchequer, because 
the official figures also take no account of the interest paid out 
oa encashed savings certificates—an item which has absorbed 
about £22 million in the past year, compared with £23 million 
in 1947-48, and brings the total net demands of small “ savers” 
upon the Exchequer to about £45 million. 

This severe deterioration in the Savings Movement’s perform- 
ance arises wholly from a reduction in the flow of new savings, 
since the aggregate of withdrawals and encashments has decli 
slightly. Indeed, if the payments made against maturing bonds 
are added to the encashments, the decline becomes apprecia 
amounting to about £53 million. Gross savings for the fifty-one 
weeks dropped from £970 million to £794 million. This trend 
is perhaps natural in a year in which the frothy extremes 
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The giant cotton tree which bears 
the name of Tom Cringle stands on 
the road from Kingston to Spanish 
Town and is named after the hero of 
‘Tom Cringle’s Log’, an early nine- 
teenth century adventure story set 
in the West Indies. Tom, a young 
naval officer in the tradition of Mr. 
Midshipman Easy, deals with slavers 
and privateers in the summary and 
effective manner expected of such 
heroes and the book also contains 
entertaining and informative des- 
criptions of the way of life of the 
West Indian people in those days, 
Much has changed since the book 
was wrilten but the great tree re- 
mains as a link with the Jamaica 
that Cringle knew. The capital of the 


island was transferred from Spanish Town to Kingston in 1870 and the port of Kingston now handles a vahinéi 
of trade which would have staggered the merchants of a century ago. Full and up-to-date information from our 
branches in Jamaica on industrial conditions and commercial trends in the island is readily obtainable on request. 


BARCLAYS 
(DOMINION, COLONIAL AND OVERSEAS) 


HEAD OFFICE: 





National 
bea 
rtiticates 


Savings Certificates are a gilt-edged investment. They 


ra be bought in single documents representing I, 2, 
a 4, 5, 10, 25, 50 and 100 units of 10/- each. 


Each Savings Certificate costs 10/-. You can hold 
1,000 of these 10/- Units in addition to permitted 
holdings of Certificates of earlier issues, 








£500 invested in Savings Certificates becomes £650 i in 
10 years time. All interest is tax free. 








With Irco ne Tax at 9/- this is equivalent to a taxable 
investn'en yielding £4. 16.8 per cent, If you are 


e paying more than 9/- in the £ it is even more attractive. 





National Savings Certiticates of earlier issues 
continue to bear interest after passing the 10 year 
Maturity date. 





Full information from your stockbroker, banker or 
other professional adviser or your local Savings Group. 


ee 


EASY to buy .. EASY fo hold. . EASY to cash 
a NT EE TS 


'ssued by the National Savings Committee 





BANK 


54 LOMBARD STREET, LONDON, E.C.3 





Export of 
British Cotton Textiles 


The urgency of increasing exports of British 
Textile goods to the hard currency countries needs 
no emphasis. How can such exports be financed ? 
What Foreign Exchange regulations are involved ? 
How can the exporter ensure prompt reimburse- 
ment? Our intimate knowledge of interna- 

tional trade enables us to offer expert and 
up-to-date guidance on these and similar 
questions. 


GLYN, MILLS & CO. 


Head Office: 67 LOMBARD STREET; LONDON, E.C.3 


Associated Banks! 
Royal Bank of Scotland — Williams Deacon’s ‘Bank Limited 
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inflation have been largely blown away, in which supplies of 
certain consumption goods, notably clothing, have expanded, and 
in which the general complaint has been at the shortage of cash. 
But the fact that other media of small savings—especially in the 
form of insurance and through building societies—have been less 
drastically effected suggests that the public response to the 
National Savings appeals may havz been impaired by the feeling, 
which at times has been supposed to have been quite widespread, 
that refusal to “lend to the Government” might act as a brake 
upon excessive Government spending or as a vote of disapproval 
of nationalisation—not to mention the “ once-for-all” capital 
levy. Needless to say, this attirude—if indeed it has existed to 
any significant extent—is based upon an economic fallacy, how- 
ever reasonable the disapproval as such. 


* * * 


Egypt’s Sterling Releases 


The prolonged financial negotiations with Egypt have at 
long last produced an agreement on. the releases to be permitted 
this year from the immobilised Egyptian sterling. It has been 
agreed that the total for 1949 may amount to £30 million. Of 
this, £12 million is being released immediately by a transfer from 
the number two to the number one account. The balance of 
£18 million will be released only as and when it is required to 
maintain the working balance in the number one account at 
£45 million. If the trade between Egypt and the sterling area 
goes according to plan it should be unnecessary to transfer more 
than a fraction of the supplemented £18 million for this purpose. 

The agreement also provides for the sale to that country of 
US dollars to the equivalent of £5,000,000 in the year 1949. The 
sterling required for this purchase will come from the number 
one account and will thus have to be provided out of Egypt's 
current accumulations of sterling or from the agreed releases from 
number two account. The balance now in the number two 
account is rather more than £250 million. Most of this sum is 
held as cover for the Egyptian note circulation. The proposed 
release of Egyptian sterling appears generous—though the criteria 
by which this generosity is judged will have to be adjusted to the 
prevailing conditions in the export market. Whatever those con- 
ditions, unrequited exports will stil! be unrequited. But the time 
may be approaching when such exports, far from being a total 
burden on the British economy, will mean the difference between 
reasonable and inadequate employment of the country’s resources. 


. * x 


Currency Imports into France 


Another sign, though a minor one, of the trend towards 
economic liberalism in France has been seen recently in the 
concessions made in the restrictions on imports of French cur- 
rency into France. Until a month ago the limit, on importing 
Bank of France notes was 4,000 francs.. It was then raised to 
10,000 francs. During the past week it has been raised further, 
to 20,000 francs. For exports, the old limit of 4,000 francs remains 
nominally on the books, though in pfactice no real effort is made 
to apply it. The purpose of the increase in the authorised ceiling 
for the import of bank notes is two-fold: to raise the value of the 
franc on free markets abroad and to stimulate tourism and the 
foreign demand for French goods. 

The underlying objects will be aitained, however, only if this 
gesture is accompanied by increasing domestic confidence in the 
franc. Failing this, the concessions will merely provide added 
facilities by which tourist demand for francs is satisfied by the 
export of French capital. Such a result would bring no reinforce- 
ment to the official French exchange reserves. Nor can it be 
argued that the foreign demand for French goods is at present so 
hampered by a lack of francs as to need encouragement by easier 
repatriation of French notes. The main obstacle to French 
exports is their relatively high price. 


* * * 


Dollar Loophole in Wool 


The Australian authorities have found another loophole 
through which they are being deprived of urgently needed US 
dollars. The latest leak revealed, which has in fact been 
widening for some time past, is a variation of the exchange 
“ fiddling” operations through which both Italy and France have 
in the past earned dollars by making exports of wool which should 





THE ECONOMIST, April 2, 1949 


have been handled direct by Australia. On this occasion the 
Duich are the offending party. For many months Dutch operation 
have become pastmasters in devising commodity barter deals 
which have yielded them substantial profits. The possibility of 
such deals arises, first, from the fact that sterling and dollar peices 
for a given commodity do not by any means balance at the officiay 
rate of $4.03 to the {, and, secondly, from the Netherlan ds 
membership of the transferable account group of countries, 
Dutch exporters, to take a typical example, have bought sterling 
wool in Australia, sold it in the United States for dollars, bought 
dollar sugar with the proceeds, sold the sugar at a considerably 
higher price in sterling to Norway, and, finally, have then received 
payment by transfers of sterling from a Norwegian to a Dutch 
account. Most of these operations are far more complicated thar 
this example. Although no dealings take place in foreign exchange 
at unofficial rates, the Dutch trader closes the circuit of these 
operations with a very substantial profit. The fact that stich 
operations can take place at all is a reflection of an artificia) 
structure of prices and exchanges. So long as this _artificialir; 
remains, Australia and other countries involved will have thei; 
work cut out to prevent ingenious traders from taking advantage 
of the disparities. As one loophole is closed, others wil] be 
found. , 


German Sterling Accounts 


A Bank of England notice to banks and bankers issued this 
week sets out the basis for the financial relationships between the 
sterling area and the Western Zones of Germany. These zone: 
are to. be regarded as comprising the British, American and French 
zones but exclude the Saar territory which is now to be treated 
as a part of the French franc area. Sterling accounts of residents 
of the Western Zones of Germany can be opened with banks ir 
the United Kindom only with the permission of the Bank of 
England. They are to be known as German accounts. Sterling 
held in these accounts is to be available for making payments to 
residents of the sterling area and for transfers to other German 
accounts. At present no provision has been made for trans- 
ferability, automatic or administrative, of such sterling into 
accounts other than those of residents in the scheduled territories. 

For the time being, permission to open German accounts will 
normally be given only in respect of accounts of the Bank 
Deutscher Laender or accounts opened in the name of that Bank 
by German accredited foreign trade banks, It is through the 
accounts of this institution that the main flow of payments to the 
Western Zones of Germany will be canalised. The “ Big Five’ 
and Barclays (DC and O) are so far the only British banks 
authorised to keep German accounts, thus excluding, for the 
present, other banks formerly active in financial operations with 
Germany. Payments due to the French Zone of Germany for 
exports Of goods from that zone to the scheduled territories wil! 
continue for the present to be made to the account of the 
Commander in Chief of the French Zone with the Crédit Lyonnais 
in London. The machinery is thus being prepared for normil 
payments between the sterling area and the Western Zones 6 
Germany. For the time being, that machinery will have to work 
in a strictly bilateral manner. 


* * * 


Franc-Lira Rate 


An .interesting adjustment of the payments arrangements 
between France and Italy is the change announced last week 
in the lira-franc exchange rate, from 220 lire per 100 fran 
to 180 lire per 100 francs. The new rate has been approved 
by the International Monetary Fund, though it departs widel 
from the parity indicated by the current commercial rates for th 
dollar and sterling. The sterling rates of 1,062 French franc 
and 2,280 lire to the £ give a cross rate of 215 lire to 100 French 
francs. Though it adds to the list of disparities in the prevailing 
foreign exchange structure, this devaluation of the French franc 
in terms of the lira is justified as a means to encourage French 
exports to Italy and restore some semblance of balance in the 
highly uneven payments between these two countries. | 

Italy has recently accumulated substantial French franc balances, 
partly because attempts to spend these francs have been hampered 
by the inordinately high prices of French goods. This ssolatce 
bilateral devaluation of the French france should help to resto 
equilibrium between these two countries—but it makes increasits 
nonsense of the pure Bretton Woods philosophy and of the 
policies of its guardian, the IMF. 
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Path to a paint-pot 


THE PIGMENT is the body that makes paint opaque. Especially 
important are white pigments, essential to almost every 
paint whether white or coloured — and to white rubber and 
glossy white paper, bright plastics and enamels. 

Above, you see ORR’S ZINC WHITE LITHOPONE being dried 
under vacuum at our Widnes Works — one of the final 
Stages in the production of this dazzling white pigment. 

Other basic materials which we contribute to Britain’s 
home and export trade include zinc metal and alloys, zinc 
dust, cadmium, metallic arsenic, sulphuric acid, catalysts, 
fungicides and fluorides. 


IMPERIAL SMELTING 
CORPORATION LIMITED 


37 Dover Street London W1 
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Bury Felt has many uses, large and small, 
in the moter industry, One example is the 
use of a felt washer at the rear of a gear- 
box to lubricate the bearings and act as a seal. 


types and textures tocustomers’ own 

. specifications. Bury Felt is used in all 
Britain’skey industries today, includ- 
ing the major export industries, yet it 
IN GEAR Bury Felt for washers | issoversatile that fewmodernhomes 
and gaskets, Bury Felt | are without it either. Incomparably 

for antivibration. It is the adaptable, | rich in colour, Bury furnishing felts 
shapeable fabric of industry, cut | are seen at their best in ‘Carmilla* 
and fabricated in countless different | and‘ Felbury’ fabrics. , 


BURY FELT | 


Fabric of industry - Fabric of the home 











BURY FELT MANUFACTURING COMPANY LIMITED, BUDCAR MILLS, BURY, LANCS 
12 
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Shipping and Trade 


Extension of the Freight War 


The cutting of freight rates, which started with the with- 
drawal of the United Netherlands Navigation Company from the 
liner conference serving routes between Northern Continental 
ports and India, Pakistan and Ceylon, has so far been confined 
to those limits. The Dutch company, however, has now extended 
the area of the dispute by entering the direct trade between the 
United Kingdom and the East, and has thereby involved a larger 
number of British companies than hitherto. Direct outward sail- 
ings by cargo vessels scheduled to load at British ports have been 
announced at rates 60 per cent lower than those of conference lines, 
The members of the United Kingdom-India-Pakistan conference 
have issued a notice to shippers warning them that if they dispatch 
cargoes by vessels belonging to non-members they will forfeit 
ail rebates and deferred commissions to which they are entitled 
under existing agreements. The UK-Colombo conference has 
issued a similar notice. In addition to the P & O and British India 
lines and the two Indian lines already involved in the original 
dispute, the British conference lines now concerned include the 
Anchor, Bibby, Brocklebank, City, Clan, Hall, Harrison and 
Wilson Lines, most of which have introduced new ships specially 
designed for the service and built at high cost. The reaction of 
shippers in the United Kingdom to the situation ee by 
the Dutch company will put the long-established’ liner freight 
conference system to a test which it has not undergone for many 
years. 

A statement issued in London this week on behalf of the 
Dutch lines may help to put the nature of the dispute back 
into its perspective. Clearly it is the disappearance of German 
overseas trade, with the consequent shrunken volume of shipping 
in the Hamburg-Antwerp range of ports, that has made the 
sharing out of the remaining trade a matter of such hot dispute. 
The Dutch, while they admit that they resisted the admission of 
a new Danish entrant into the Hamburg-Antwerp trade to the 
Far East, allege that the Danes were not admitted into the trade 
from British, Swedish, or Norwegian ports, but only into the 
trade in which the Dutch have a special interest. Although the 
Dutch company withdrew from the conference, it proposed to 
continue to observe the conference rates, and (it claims) the 
present “war” was started by the conference. 


At this point—where the conflict threatens serious damage to 
the India shipping business—it might be well for both sides to 
review their parts in the dispute and look for an accommodation 
in practice, which might be of more value than sticking fast to 
the somewhat obscure points of principle which are at stake. 
The Dutch line has stated that, as the German trade revives, it 
will not insist on doing more than maintain its fortnightly sailings. 
Since German overseas trade has, im fact, begun to revive and 
promises to grow rapidly in the near future, it ought not to prove 
impossible to reach a settlement. 


a 


Cotton Exports to Canada 


In his Budget speech last week, Mr D. Abbott, Canadian 
Minister of Finance, said that “in view of the pending tariff 
negctiations ” he was not going to ask for the continued suspension 
of duties ou imports of British cotton and rayon piece-goods. 
From July rst, therefore, British imports will again carry a 15} 
per cen¥ tariff, which gives them a slight advantage over goods 
from countries outside the prefesential agreements. At the same 
time the dollar quota for Canadian textile imports is to be in- 
creased. As a result of these changes, the Board of Trade has 
decided to abandon the requirement that 10 per cent of British 
cotton exports should be earmarked for Canada. This ends an 
arrangement made between Britain and Canada in 1947 in the 
hope of easing their mutual dollar difficulties. 


Its working has not been satisfactory. Although British exports 
to Canada in 1948 totalled 36,458,000 square yards, four times 
greater than in 1947, they were a long way below the suggested 
10 per cent of total exports. Many exporters found difficulty in 
selling toa market which has-acquired markedly American tastes. 
Their gaining position was, in any case, weakened by the 
Canadian buyer’s knowledge that they were under an obligation 
to conduct a certain proportion of their trade with Canada. 
Complaints of British prices grew louder during the year as 
American prices fell, and in the last few months rumours that 
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the tariff might be reimposed made buyers reluctant to Order on 
forward delivery. 


Exports oF Cotton Prece Goops To Canapa 
(Quarter Years—Million Square Yards) 
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Hopes have been expressed that the export figures may improve 
now that it is possible to concentrate the Canadian trade in the 
hands of those firms which specialise in the market. The indica- 
tions are, however, that expansion is not going to be easy. The 
tendency for Canada to build up a domestic cotton industry at 
the expense of exports has continued since the war, though until] 
last year rising consumption per head concealed its effects 
Canadian production rose from 254 million yards in 1947 to 
260 million in 1948, while in the same year imports (which had 
for various reasons been abnormally high in 1947) fell from 
293 million yards to 195 million. Domestic production has been 
largely confined to low count fabrics, but a plant is now being 
installed to produce fine cotton yarn. Consumption per head, 
which rose from 31.7 yards before the war to 43.1 yards in 1947 
last year receded to 34.5 yards. Now that the restriction of 
Canadian textile purchases from the United States has been some. 
what relaxed, it is evident that the possibilities of expansion jn 
the Lancashire trade to Canada is limited. 


* x * 


No Agreement with Portugal 


It is becoming part of the ritual of bilateralism that trade 
talks must be broken off at least once in the course of negotiations. 
The British delegation negotiating a mew trade and monetary 
agreement for 1949 has returned to London—and Portugal has 
suspended all import licences for goods from this country, except 
for iron, coal and steel. 

Britain’s exports to Portugal in 1948 exceeded £24 million 
against purchases valued at about £8,000,000. Yet despite this 
strongly favourable visible balance of payments, some gold losses 
to Portugal continued last year. ‘The deficit of the United 
Kingdom on invisible account and the deficit on visible and 
invisible account of the sterling area with the Portuguese monetary 
area, must have accounted for more than the £16 million trade 
surplus. The true course of payments is further obscured by 
two partially compensating factors. In the course of the past year 
Portugal agreed to hold currently-earned sterling in excess of 
£5,000,000, the gold point settled 2 years ago. Against this, 
Britain has been permitting the Porzuguese to pay for an impor- 
tant part of their large shipbuilding orders out of blocked sterling 
balances accumulated in the war. 

Invisible payments between the two monetary areas are adverse 
to the sterling area. More Portuguese harbours lie on the routes 
of British shipping than vice versa. More interest and dividends 
are remitted than received. Mozambique native labour employed 
in South Africa is annually sending home several million pounds 
of wages. The question of Portuguese diamonds, paid for in 
sterling but sold in the London market against dollars, has agaif 
led to objections at the Lisbon talks. But this is only one of the 
numerous points at issue over which British and Portuguese views 
on the course of payments in 1949 are at present believed to be 
widely apart. 


* * * 


Lloyd’s Register and the British Corporation 


The fusion of Lloyd’s Register of Shipping and the British 
Corporation Register of Shipping, announced last Monday, has 
been under consideration for several years, Since 1890, when the 
British Corporation was founded in Glasgow, the two societies 
have existed side by side, each with its own set of classification 
rules, its own register book, and its own organisation and staff ol 
surveyors, , The differences: between the two,sets of rules were 
small ; new unified rules will, however, be published in due cours. 
Meanwhile ships may be specified to be built in accordante wi 
the rules of either society, but considerable economies in operation 
should be possible as a result of the merger of the two orgamis 
tions, the formulation of unified rules, and the discontinuance 0 


THE 


the B.C 
aie hike 


British 
The 


ment ¥ 
ated la 
associa 
recenth 
organis 
a resul 
States. 
societic 
‘ships. 


Rubbe 


Th 
opened 
attende 
other J 
Indone 
rubber 
the par 
Study | 
inter-re 
Americ 
amount 
manufa 
of Am 
the thi 
commo 

The 
memor. 
betwee! 
strategi 
{0 Mai! 
year. 
duction 
amount 
it was | 
to mai 
“nation 
by refe 
overwh 
thetic 
formid: 

But ; 
ground 
defend 
natural 
which | 
consurr 
allocati 
went i 
that th 
in Mal 
produc 
output 
arise if 
already 
50,250 
the ma 
as has | 
imo a 
source 


Expor 


ow 
iMpose 
Tesistec 
Goverr 
scheme 
lack of 
shortag 
by the 
have r} 
ic 
consid 
grower 
farmer, 
But 
entireh 








rade 
ions. 
ptary 


HE ECONOMIST. April 2, 1949 


the B.C. register book. Shipowners, underwriters and shipbuilders 
aie likely to benefit from the agreement to amalgamate the two 
ss jeties. 
— British Corporation for many years had a working agree- 
ment with the American Bureau of Shipping, which was termin- 
aied Jast year. Negotiations designed to bring about a closer 
association between Lloyd’s Register and the American Bureau 
recently broke down, and the Bureau is now building up its own 
organisation in Europe. The Bureau expanded considerably as 
q result of the wartime shipbuilding programme in the United 
States. Between them the British and American classification 
societies now cover more than 80 per cent of the world’s merchant 


ships. 


* * x 


Rubber and Politics 


The sixth meeting of the International Rubber Study Group 
opened in London this week. Fourteen member countries 
attended, including Britain, representatives from Malaya and 
other British colonies, Australia, Ceylon, the United States and 
Indonesia. The discussions have centred on the recovery of the 
rubber growing industry in south-east Asia, and in particular on 
the part that Indonesia 1s likely to play in the coming year. The 
Study Group has three vital problems confronting it, all of them 
inter-related. ‘The first is the production of synthetic rubber in 
America and the requirement of American law that a minimum 
amount of general purpose synthetic (GRS) must be used in the 
manufacture of tyres and inner tubes. The second is the extent 


of American stockpile purchases during the current year, and * 


the third, whether the time has come to draft the outline of a 
commodity agreement for rubber. , 

The Malayan Rubber Advisory Committee submitted a 
memorandum to the Study Group urging free competition 
between natural and synthetic rubber in the United States. For 
strategic purposes, the American Government is now committed 
0 maintain a large synthetic capacity—600,000 tons of GRS a 
year. At least one-third of this capacity must be actually in pro- 
duction. Yet during 1948, American consumption of GRS 
amounted to no less than 345,300 tons, because at 18} cents a Ib. 
it was cheaper than the natural product. The American decision 
to maintain synthetic output was based on the grounds _of 
“national defence,” and such arguments cannot be easily parried 
by reference to economic considerations, even if the latter pointed 
overwhelmingly in favour of natural rubber. New types of syn- 
thetic rubber, however, if they fulfil their promise, may become 
formidable competitors of natural rubber. 

But if synthetic rubber production can be defended on strategic 
grounds, so can stability for the natural rubber market be 
defended on political grounds. In 1948, American purchases of 
natural rubber for the stockpile were estimated at 92,500 tons, 
which was virtually the difference between world production and 
consumption. Further purchases must presumably await further 
allocations of funds from Congress. Even if the same quantity 
went into the strategic reserve this year, there is no guarantee 
that this would provide stability for the rubber market. Output 
in Malaya is expected to decline as replanting progresses, but 
production in Indonesia may expand sufficiently to maintain total 
output at last year’s level. Hence, surplus output would only 
arise if commercial demand is not maintained at last year’s level ; 
already in January, American consumption amounted to only 
§0,250 tons compared with 58,175 tons in January, 1948. Recently 
the market has been helped by more Russian purchases, but if, 
as has been suggested in the United States, the cold war develops 
imo a kind of economic blockade of strategic materials, this 
source of support for natural rubber might be withdrawn. 


* * * 


Export Tax on Rhodesian Tobacco 


_ The proposal of the Southern Rhodesian Government to 
impose a 20 per cent tax on Virginia flue-cured tobacco is being 
tesisted by tobacco growers and buyers alike. The Rhodesian 
mment requires additional revenue for various development 
schemes, and by the proposed tax it is also hoping to correct the 
of balance in farm incomes in Rhodesia. Owing to the 
shortage of dollars and the reduced purchases of American leaf 
the major importing countries, prices for Rhodesian tobacco 
have risen considerably and are now almost equal to those for 
tican tobacco, although the Rhodesian product is generally 
Considered of inferior quality.. As a result, incomes of tobacco 
growers have greatly increased, whereas those of dther Rhodesian 
have been restricted by domestic price regulations. 

-But the incidence of the new tax is uncertain. If it falls 
entirely on the grower, the Rhodesian Government will have 
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solved two problems by the simple means of an export tax, 
instead of resorting to more sophisticated fiscal measures. Nor 
is it likely to restrict the expansion in output which has taken 
place in recent years. Rhodesian production of Virginia flue- 
cured tobacco has risen from 22 million Ib. in 1938-39. to 
58 million Ib. in 1946-47 and to 76 million Ib. in 1947-48. The 
target for 1948-49 is 80-85 million Ib. with a further expansion 
to 85-100 million Ib. in 1950. The limiting factors in large-scale 
expansion are the lack of native labour—any increase in the 
labour force would require resettlement schemes—and the need 
to mcrease domestic food production. 

_ As under present conditions the demand for Rhodesian tobacco 
is relatively inelastic, the burden of the export tax would be 
likely to fall on the buyers. This might deter some of the smaller 
importers such as Egypt, South Africa and Belgium, but it is less 
likely that it would restrict British purchases. Rhodesian tobacco 
accounts for a quarter of Britain’s annual supplies ; thus a 20 per 
cent increase in the price may not be felt by consumers, but it 
would certainly be felt quite acutely by manufacturers. The 
Southern Rhodesian Tobacco Marketing Board has wisely decided 
to postpone the new season’s auctions, which were due to com- 


mence on April 6th, until it is known whether the proposed tax 
will be introduced. 


Shorter Notes 


_ The forthcoming White Paper on the National Income will 
include a much more detailed analysis of rent, interest and profits, 
and will separate company profits, dividends and reserves, profits 
of private traders, professional earnings and farmers’ profits. 
These improvements will be welcomed, for the omnibus item in 
which they have hitherto been lumped together in the National 
Income estimates has long been a source of confusion and mis- 
representation. The Chancellor of the Exchequer is also exploring 
the possibility of producing “ statistical estimates of profits in 
trade groups” to be published “ about six months after the end 
of the year to which they refer.” Such estimates, together with 
an analysis of earnings subject to PAYE, which will appear for 
the first time next year, would remedy a serious gap in official 
statistics, though part of the information is now available from 
private investigation. 
* 

The Finance Corporation for Industry is to provide up to 
£11 million in instalments to finance the development programme 
at John Lysaght’s Scunthorpe Works. The loans will be secured 
on the whole assets of John Lysaght’s Scunthorpe Works. In 
the event of nationalisation the repayment of the loans will be a 
Government responsibility. Otherwise the FCI will have the 
option of converting the loans into debenture stock and preference 
shares. Extensions to the plant which will result in an increase 
of 50 per cent in capacity include a new slabbing and blooming 
mill, coke ovens, blast furnaces, and a new continuous Morgan 
billet and bar mill. Some of the additions are expected to be in 
production in the course of the next twelve months. 

. 

The recent talks in London—held in accordance with the Anglo- 
Polish trade agreement—to determine Poland’s liability for British 
assets nationalised by the Polish Government have been suspended 
without agreement. Part of the British claims Poland is unwilling 
to recognise concerns British property in Danzig and Silesia. All 
told British claims exceed £30 million, of which the Poles would 
seem at present willing to acknowledge a totally unsatisfactory 
share. The Polish negotiators might be reminded that Britain, 
in addition to cancelling debts arising out of the war, has returned 
some £19 million in gold and currency to the Polish Government. 

. 


The employers’ refusal to consider the claim of 120,000 cotton 
spinning operatives for an all-round imcrease of 15 per cent in 
wages, which was reaffirmed last weekend, cannot have surprised 
the union leaders. Since, however, the weavers were recently 
awarded increases of 4s. 6d. by an arbitration tribunal, the spinners 
are unlikely to take the refusal as final. They will no doubt refer 
their claim to arbitration in the hope of similar treatment. 

* 

Sir Charles Davies, chairman of the Building Societies Associa- 
tion, has replied to the “ offensive” remarks of Mr. Aneurin Bevan 
made during the second reading of the Housing Bill in which he 
implied that the Societies were “extortionate money lenders.” 
Stressing the part played by the movement in the encouragement 
of saving, Sir Charles reiterated that the 2,750,000 building society 
investors saved £72 million during 1947. “If their title is a 
misnomer,” he says, “that is no fault of the building societies 
for the name has been imposed on them by Parliament ever since 
1836.” 
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COMPANY MEETINGS 


THE BOWATER PAPER CORPORATION 
LIMITED and its SUBSIDIARY COMPANIES 


OVERSEAS SUBSIDIARIES INCREASING CONTRIBUTION 
FACTORS GOVERNING PRICES AND CONSUMPTION OF NEWSPRINT 
ORDINARY DIVIDEND POLICY 


The annual general meeting of The 
Bowater Paper Corporation, Limited, was 
held, on the 25th ultimo, at Caxton Hall, 
Westminster, London, S.W.1, when the 
chairman, Sir Eric Vansittart Bowater, who 
presided, said: — 

1 am happy to be able to give you today 
so satisfactory a report of our stewardship 
of your affairs for the year ended September 
30, 1948. We are able to record some further 
substantial progress towards the long looked 
for recovery in the business of the corpora- 
tion, which is now beginning to reap the 
fruits of the policy of development embarked 
upon prior to the late war. No longer, as 
was formerly the case, is our business in this 
country dependent almost entirely upon the 
production and sale of newsprint. We have 
pushed steadily ahead with our policy of 
diversification, so rudely interrupted by the 
war, and although we are still ringed round 
by restrictions and control, we are able to 
report some advancement, and our plans foi 
future development are now beginning to 
take more definite shape. 

The dimensions to which the Bowater 
organisation has now grown may be gauged 
from the consolidated balance sheet of the 
corporation and its subsidiaries. This shows 
that the total assets at the date of the accounts 
amounted to some £32 million, this figure 
having been arrived at after deducting from 
the value of those assets a sum of approxi- 
mately £94 million in respect of depreciation, 
while the consolidated profits for the year 
under review amounted to £3,821,325. 


The requirements of the new. Companies 
Act, which came into operation in July last, 
have necessitated certain changes in the form 
and content of the accounts of the corporation 
and its subsidiaries and, as a consequence, 
the consolidated profits and various other 
figures they contain cannot properly be com- 
pared with figures published in regard to the 
previous year ; however, it has been calcu- 
lated by our auditors that the true increase 
in the aggregate gross profits over those for 
the previous year was some £600,000, and 
in the aggregate net profits nearly a quarter 
of a million pounds. 


Fully two-thirds of the gross profits are 
attributable to the earnings of our overseas 
companies, and the greater part of the re- 
mainder arises from the manufacture of 
descriptions of paper and boards other than 
newsprint and from the important converting 
and other ancillary activities in which we 
are engaged, which leaves but a relatively 
small fraction—something less than one- 
sixth—of the total as representing the profits 
on newsprint manufactured by our English 
mills for the home market. 


FEATURES OF THE ACCOUNTS 


Apart from the various changes in the 
consolidated balance sheet which are attribut- 
able to the different form in which it is now 
made up, there are few items which call 
for special mention. You will have noted that 
current assets exceed current liabilities by 
nearly £7,000,000. 


Our reserves have now reached the con- 
siderable total of £4,850,000, which is made 
up of revenue reserves of some £3,200,000 
and capital _ reserves approximately 
£1,650,000. Outside interests amounting to 
£5,413,695 represent the preference capital of 


subsidiary companies held by the public, 
only £13,695 representing minority share- 
holders’ interests in one or two of our smaller 
subsidiaries in Newfoundland. 


After deducting from the profits certain 
charges and provisions, including £945,573 
far depreciation, interest on the loan capital 
of our overseas subsidiaries, more than one 
million pounds in respect of taxation, and the 
net dividends on the preference stocks of sub- 
sidiary companies, the net profits remaining 
amounted to £1,275,596. Your directors, and 
those of our subsidiaries, have determined 
upon a continuance of their policy of prudent 
finance, and £862,121 has been retained in 
the businesses of our subsidiary companies, 
and only £413,475 has been brought into the 
accounts of the corporation, 


From this sum has to be deducted the 
interest, less income-tax, on the loan capital 
of the corporation, and there has to be added 
to it the amount of £280,810 brought in from 
the previous year, giving a total available 
balance of £636,191, out of which have to 
be paid the net fixed dividends on the two 
classes of preference stock of the corporation 
in respect of the year to the date of the 
accounts. 


ORDINARY DIVIDEND POLICY 


It will hardly be necessary for me to in- 
form you that the question of the rate of 
dividend on the ordinary stock that we 
should recommend to be paid on this occa- 
sion was the subject of the most careful de- 
liberation by your directors. 

The corporation, as a holding company, 
was not among the manufacturing concerns 
who in the early part of 1948 gave a 
voluntary undertaking in regard to the limita- 
tion of ordinary dividends, whilst the sub- 
scription two years ago of very considerable 
amounts of new share capital at substantial 
premiums as a part of the capital reorganisa- 
tion must necessarily be taken into con- 
sideration. 


Consideration had also to be given to the 
fact that, up to last year, our ordinary stock- 
holders had received no return whatsoever 
on their investments for more than a decade, 
This, of course, was largely due to the extra- 
ordinary conditions that arose during and as 
a result of the war, including among other 
things the necessity of concentrating our pro- 
duction—which entailed closing down certain 
of our mills in this country—and the effects 
of enemy action on the properties and ship- 
ping of, and of enemy occupation in relation 
to, various of our operating subsidiaries both 
in this country and overseas. 


_ Furthermore, the character of our business 
is essentially international, and as I have 
already shown, by far the greater part of our 
total earnings are derived from overseas in- 


” terests, 


After giving the closest consideration to 
this important matter and in the light of the 
exceptional circumstances, your directors 
came to the conclusion that an increase in 
the rate of dividend to be paid by it on this 
occasion was fully warranted, t having 
regard to the economic situation of the 
country, they decided that any such increase 
should be modest in amount, and jf ac- 
cordingly recommended that the dividend 
be restricted to 12} per cent. on the ordinafy 
capital, with of course a corresponding par- 
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ticipating dividend on the articipating pj 
erence stock of £1 13s, ri pu cent, ite 

After providing for the fixed dividends 
paid and accrued on its preference capital 
and also the dividends now recommended on 
the ordinary stock and Participating prefer. 
ence stock, there remains a balance ' of 
£421,691 which it is proposed to carry for. 
ward to the next accounts, 3 


THE ENGLISH MILL COMPANIES 


The aggregate profits of our three Principal 
mill operating subsidiaries in this country 
namely, Bowater’s Lloyd Pulp and Paper 
Mills, Bowater’s Mersey Paper Mills and 
Bowater’s Thames Paper Mills, were ful} 
maintained, despite the reduction in the be 
mitted basis of operations enforced on the 
British newsprint industry in the earlier part 
of 1948, and the consequent adverse effect on 
earnings from that part of their businesses 
their earnings again having been materially 
assisted by the diversification of their busi- 
nesses and the production of boards and des. 
criptions of paper other than newsprint, 


The whole of the ordinary stock of these 
three mill companies is owned by the corpora- 
tion, and the ordinary dividends they have 
respectively declared of 5 per cent., 15 per 
cent. and 5 per cent, form part of the revenue 
of the corporation for the year under review. 


We have plans for the further development 
of our mill companies’ properties which we 
shall put into operation so soon as we are 
permitted, and which will result in the yet 
wider diversification of their respective 
businesses and should further add to their 
earning power. In the case of Bowater’s 
Lloyd Pulp and Paper Mills two such pto- 
jects have in fact already beey authorised 
— are now in course of being carried into 
effect. 


Other of our projected plans have not yet 
reached the stage where I can usefully give 
you any details today, but I am hopeful that 
these plans also will shortly materialise and 
that in the not too distant future I shall be 
able to report to you that they are under way, 


THE SALES COMPANY 


The Sales Company, together with its 
subsidiaries in the United States, Australia 
and South Africa, is the sole selling and 
distributing medium for the products of all 
the paper mills of the Bowater organisation, 
both in this country and overseas. Consoli- 
dated profits amounted to approximately 
£240,000, of which a eo part repre- 
sented the earnings of its overseas subsidiary 
companies. After providing for depreciation 
and taxation, there remained an available 
balance of £100,897, of which £26,827 was 
retained in the businesses of the overseas 
subsidiaries and £74,070 was brought into 
the accounts of the English Sales Company 
as representing its net profits for the year. 

The dividends of the Sales Company were 
maintained at the rates of 10 per cent. on 
the preferred ordinary stock and 25 per cent. 
on the ordinary stock, and on this occasion 
a cash bonus of 2s. a share has been = 
on its ordinary capital, the whole of w 
is owned by the corporation. 


PROCESSING OF PAPER AND BOARDS 


Associated Bowater Industries, as the chart 
of the Bowater organisation on page 3 


- your accounts booklet shows, owns the whole 


of the share capital of the four paper and 
board greseuing companies of the organisa- 
tion, As its balance sheet shows, the AB. 
¢ompany’s capital is £500,000, all of which 
is in ordinary shares, and is owned by the 
corporation. The consolidated preieS 
AB.I. for the amounted to £120,9/; 
and it has peid o fret dividend of 5 pet 
cent. on its issued capital. 


The business of Associated Bowater Ind 
tries is i the 
tion, its subsidiaries are engaged in the pro 
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of many ef the corporation's products 
and there is ample room for their further 
development. 


THE NEWSPRINT SITUATION 


As a result of the wide publicity that has 
been given in Parliament and in the Press to 
the question of the supply of and price for 
newsprint during recent times, the public 
ae perhaps more familiar with this matter 
than was formerly the case. Nevertheless, 
it is possible that they may also have become 

by what may appear to them to be 
the conflicting views sometimes expressed in 
this connection. For instance, some little 
time ago there was a widespread and justifi- 
able outcry when the paging of our penny 
dailies was for the second time since the 
cutbreak of war reduced to a meagre four 
from which level it was only as re- 
cently as January last again raised to an 
average of five pages daily, where it now 
stands; recently, however, it has been said 
that the economy of the newspapers does not 
it of a further increase in paging at the 
prevailing levels of prices for newsprint, and 
this may well be so. I share with the news- 
paper publishers the view that the present 
pnce of British newsprint is too high and 
that the greatest possible effort should be 
made to reduce that price at the earliest 
possible moment 


It is, however, unjust to suggest that the 
newsprint manufacturers of this country are 
in any wise responsible for the present high 
cost of newsprint, for such is not the case ; 
it is common knowledge, I think, that the 
Government remain the sole buyers and sup- 
pliers of raw materials for the newsprint 
mdustry, and also that the Paper Control of 
the Board of Trade fixes the selling price for 
that commodity assumedly in relation to 
the cost of the raw materials they supply and 
of their conversion into newsprint. 


In common with many other commodities, 
there are two main factors that govern and 
control the cost of manufacturing newsprint. 
The primary factor is, of course, the cost of 
the raw materials used in its manufacture ; 
during 1948 these represented more than 65 
per cent. of the total cost of a ton of news- 
punt. Of next importance is the basis of 
operation of the mills in relation to their 
capacity; for the year 1948 the permitted 
quota of newsprint for the home market 
tanged from 20 per cent. to 45 per cent. and 
on average represented only 31.9 per cent. 
of the productive capacity of the British 
newsprint mills ; that quota has since been 
raised to 50 per cent. of rated capacity, and 
at the same time, the controlled price for 
newsprint was reduced by £3 a ton from £44 
per ton to its present level. Clearly the cost 
of production on so low an operating basis 
as that which prevailed during 1948 is 
materially above what it would have been 
had the mills been operating at or near their 
full capac:ty. 


ht is my belief—and in saying this I have 
tegard to all the circumstances as they are 
iown to us—that the price of newsprint in 
this country is higher than it need be, and 
that that price could and should be reduced. 
I suggest that there is today ample room 
for a reduction in the reissue price of raw 
materials, that is to say, in the price charged 
t0 us by the Government, which I have 
Teason to believe is generally substantially 
mM excess of the price that the Government 
ao such raw materials. Furthermore, I 
d the opinion that there is also ample 
tom for further reductions in the prices 
Paid to the Scandinavian pulp mills for those 
Taw materials, and I feel confident that, 
piven a return to normal trading relations 
between producer and consumer, such re- 
ductions would Guickly come about. 


GOVERNMENT BUYING SHOULD CEASE 


in year ago I suggested that the time was 
‘wing near when the paper industry of 


this country should again assume the res- | 


ponsibility for the purchase of its own raw 
Materials—I am convinced that the time for 
this change-over has now arrived. 1 firmly 
believe that had we latterly been free (sub- 
ject of course to the necessary limitations 
dictated by currency ‘stringencies) to g0 out 
into the markets of the world and purchase 
Our Own raw materials, we should have ob- 
tained them in larger quantities and at lower 
prices than has been the case, and I suggest 
that the time has now arrived when the 
Government ought to give serious considera- 
uion to this matter, which is of such vital im- 
portance to our industry and to the con- 
sumers of paper in this country. 


_I think the Bowater Organisation may 
rightly claim to have played its full part, 
within the limitations imposed upon it by 
controls and so on, in doing the utmost that 
lies within our power to serve and meet the 
requirements of our many newspaper and 
other publisher customers in this country; 
our contribution in this connection has been 
of no mean order, as I will endeavour to 
show. During 1948 the total consumption 
of newsprint in the United Kingdom 
amounted to approximately 408,000 tons, of 
which 126,000 tons were imported. Of this 
total consumption the Bowater Organisa- 
tion supplied over 41 per cent., while of the 
total quantity of newsprint manufactured 
in the United Kingdom for home consump- 
uon nearly 60 per cent. was produced in the 
Bowater mills in this country. Furthermore, 
of the total of all wood pulp used in the pro- 
duction of newsprint in the United King- 
dom during that year, the Bowater Organi- 
sation provided nearly 55 per cent., as 
against 45 per cent. from all other sources 
put together, 


EXPORTS TO AMERICA AND AUSTRALIA 


In the spring of 1948 negotiations were 
entered into with a large and important pub- 
lishing concern in the United States for the 
exportation of newsprint to America, the 
first time in history, I believe, that this 
country has exported this commodity to 
that market on a worthwhile scale. The con- 
tract in question called for the purchaser to 
provide all the necessary raw materials in 
the form of pulp and logwood, as all these 
were imported from the dollar area. The 
whole of the costs incurred by way of 
freights on raw materials, conversion of those 
materials and shipping the finished product 
to the United States is being paid for in 
United States funds and as a result this 
country has benefited by many millions of 
dollars. 


Similar contracts for the conversion of 
raw materials provided by the buyers have 
also been entered into with certain Australian 
publishers, and this was a source of parti- 
cular satisfaction, as until deliveries under 
these contracts commenced no newsprint 
of British manufacture had been shipped to 
Australasia since 1939, 


The present contracts involve the manu- 
facture of many thousands of tons of news- 
print over a period extending well into 1950 
and further negotiations are now under way 
with representatives of the Australian Press 
and of our Government here which, if suc- 
cessfully concluded, should assure to us a 
resumption of our rightful place in that im- 
portant field. However, the Board of Trade 
seem reluctant to authorise the transaction. 


Both of the contracts to which I have just 
referred are of exceptional value to us at 
this time because they have enabled us to 
bring back into operation plant and machin- 
ery which has been lying idle for many years 
and to provide steady employment for a 
considerable number of additional people. 


THE NEWFOUNDLAND COMPANY 


The trading profits for the year amounied 
to over $5,500,000, and the net profit after 
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previding for depreciation, depletion and 
ure ‘interest amounted to more than 
$3,600,000. During the year the authorised 
eon of the company was increased to 
000,000, and it then issued £1,000,000 
four and a half per cent. cumulative prefer- 
ence stock for cash at 21s. a £1 share, and 
a bonus issue of £500,000 in the form of ordi- 
nary stock, so that there is now issued and 
outstanding £2,500,000 in four and a ha 
per cent. cumulative preference stock, which 
is publicly held, and £2,500,000 in ordinary 
stock, the whole of the latter being, of course, 
owned by your corporation. For the year 
under review the Newfoundland company 
are paying a dividend of 8 per cent. on the 
increased ordinary capital, this dividend 
being the same in amount as that paid 
for the previous year. 


_In the fall of last year I paid my annual 
visit t0 Newfoundland, when I had the op- 
portunity of inspecting the new plant, which 
was then almost finished and has since been 
completed and brought into commercial 
operation, 


Large additional sums have had to be pro- 
vided by way of working capital to finance 
the great growth of the Newfoundland com- 
pany’s operations, which are now conducted 
on an immense scale—larger, I think, than 
those of any comparable concern, 


As a resuit of the requirements for addi- 
tional working ccpital, advances from the 
Newfoundland company’s bankers were at 
the date of the accounts on a larger scale 
than formerly, but from now on the amount 
of these loans should be steadily reduced out 
of the increased revenue that should ‘n 
future accrue as a result of its greatly 
increased production. 


The Bowater organisation as a whole has 
substantial cash resources, as, of course, you 
will have observed, but these are in sterling 
and it is prevented by Exchange Control 
restrictions from making use of these sterling 
resources for the benefit of its dollar area 
subsidiaries ; this, of course, is the reason 
why the Newfoundland company has on this 
occasion resorted to benk advances to the 
extent that it has. 


As I have told you in the past, substan- 
tially the whole of the calculated production 
of the Newfoundland mills, including that 
from the new plant, has been sold under 
long-term contractsy in the main to pub- 
lishers in the United States, where some 
80 per cent. of the company’s production 
was delivered during the year under review ; 
this being the case, the Newfoundland com- 
pany is assured of an outlet for practically 
the whole of its production during the next 
decade—a comfortable position in which to 
be in times such as the present. 


The business of the Newfoundland com- 
pany continues to prosper and, with the 
higher level of production in the current 
year, its earnings should continue to be 
satisfactory. 


OUTLOOK FOR THE FUTURE 


In regard to the future generally, I still 
feel that I am in no position to attempt 
accurately to assess the prospects of our 
English mill companies. However, with the 
ever-widening diversification of our business 
at home, and a continued favourable outlook 
for our Overseas interests, it would seem 
reasonable to expect that the future trend of 
profits of the organisation should not be 
unfavourable. Moreover, there is a reason- 
able expectation that the basis of operation 
of our English mills will be further increased 
towards meeting the present urgent require- 
ments for all classes of paper, perhaps the 
most important of which is the need for 
larger newspapers which I feel now cannot 
be much longer delayed 


The report and accounts were wunani- 
mously adepied and the dividends recom- 
mended were declared. 
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TATE AND LYLE, LIMITED 


LARGER TURNOVER AND PROFIT 
ONE-THIRD OF OUTPUT EXPORTED 
LORD LYLE ON SCOPE FOR EMPIRE PRODUCTION 


The forty-sixth annual ordinary general 
mecting of Tate and Lyle, Ltd., was held, 
on the 31st ultimo, at 52, Cadogan Square, 
London, $.W., The Rr. Hon. Lord Lyle of 
Westbourne, the president, being in the 
chair. 

The chairman, in the course of his speech, 
said: I would like first of all to say that 
my colleagues and I received with much 
regret the news of Sir Michael Kroyer- 
Kielberg’s decision not to submit his name 
for reappointment as a director of this com- 
pany. Sir Michael joined the board in 
October, 1938, and our association with him 
has been a very happy one. We feel that 
we had no alternative but to accede to his 
wishes, since his desire is to ease the pressure 
of his many business interests. His services 
whilst a director of this company were 
greatly appreciated, and we are glad that we 
shall be retaining the benefit of his sound 
judgment and great business experience on 
the boards of our West Indian companies. 


NATIONALISATION RUMOURS 


Some shareholders in this company have 
asked me to comment on the rumours now 
circulating about a Socialist plan to 
nationalise Tate and Lyle and other sugar 
refining businesses. I shall say nothing 
about rumours, except to tell you that your 
board will not meekly remain in office under 
nationalisation, and that we will never be 
participants in the destruction of a company 
that has rendered great services to the public 
in home and export trading. 

If your company is assailed by the 
mationalisers I shall ask your shareholders 
in Britain and overseas to give counsel to 
your board at an extraordinary general meet- 
ing, and I shall also consult with the authori- 
ties in many lands where Tate and Lyle and 
our associated companies are employers and 
taxpayers. 


RECORD TURNOVFR 


The accounts before you have been pre- 
pared in accordance with the Companies Act, 
1948. They are in a different form from 

vious years, and include a consolidated 
ee sheet and profit and loss account. 
We have been able to include comparative 
figures which, with the notes attached to 
the accounts, give a very full and clear pic- 
ture of the position of your company. 


There is a sharp imcrease in the profit 
compared with last year, both for the parent 
company and the group. This is almost en- 
tirely due to the increased turnover, which 
is a record in our history, and amounted to 
784 million pounds sterling. It: is not 
ae ge} realised by you or the public how 
arge our production is. It amounted last 
year to the huge total of 32,000 tons per 
week, which is the staggering figure of 4 tons 
per working minute. 


ALLOCATION OF INCOME 


You may be interested to know more about 
how the total income was disbursed. This 
is a summary: Raw materials (including 
duty), fuel and services, 90.3 per cent ; wages, 
salaries, pensions, etc., 4.0 per cent; over- 
head expenses, including amount 1 
for deferred maintenance and renewals, 1.8 
per cent; taxation, including tax deducted 
from dividends paid, 1.9 per cent: profits 
retained in the business, 1.3 per cent; net 
dividends, 0.7 per cent. 

You will notice particularly that the met 
dividends amounted to only seven-tenths of 


1 per cent of turnover. This was equivalent 
to one-seventh of a farthing per Ib. of sugar 
sold. No one could say that this was other 
than an extremely lest figure. 

Our financial arrangements since the out- 
break of war have been under the control 
of the Treasury. Frequent cost investiga- 
tions have ensured that the profit per cwrt. 
of home consumed sugar did not rise above 
that which obtained in 1939. I should like 
to emphasise that these arrangements con- 
tain no element of subsidy, and that we 
have never received any subsidy whatsoever. 
Any confusion that there may be arises 
because there is a subsidy to the growers of 
sugar beei, and because there is also a sub- 
sidy to the domestic consumer of sugar of 
lid. per lb. To offset this there is a levy 
on manufacturing users of sugar of 4d. per 
Ib. and a duty of 1jd. per 1b. an all im- 
ported sugar. 

The increased profits of the subsidiary 
companies were, in the main, consequent 
upon the larger turnover of the parent Ccom- 
pany. This increase of turnover came from 
our export trade as the sales of golden syrup 
and sugar for home consumption remained 
substantially unchanged. 


GREATEST QUANTITY EVER EXPORTED 


Approximately one-third of our output 
was exported, amounting to half a million 
tons, valued at over £17 million, the greatest 
quantity we have ever exported. It was a 
notable contribution to the export drive 
because a large proportion was sold for 
doliars or their equivalent. The sellers’ 
market is, however, now disappearing, and 
in consequence the margin is no longer as 
attractive as last year. We believe, however, 
that many opportunities still exist for in- 
creasing British trade, and to this end we 
have recently carried out a special investiga- 
tion of the markets in West Africa. We 
captured a large part of the export markets 
of the world as long ago as the early 1930's 
by means of scrupulous attention to quality 
and price. This policy we intend to 
continue. 

Substantial sums have been placed to 
reserves, necessitated by the increased capital 
required to finance stocks and to maintain 
our existing assets. We have also thought it 
prudent to place a large sum to a staff 
pension reserve. This will be used to pay 
for the past-service pensions arising from the 
pension scheme which was adopted four 
years ago. 


DIVIDEND UNCHANGED 


Your board has recommended the same 
dividend as last year. The distribution has 
remained virtually unchanged since 1935. 
Since then we have made additions to our 
reserves either by way of special allocation to 
general reserve, some of which has been 
capitalised, or by increasing our provision 
for taxation and to other reserves, some of 
which have not until this year appeared in 
our balance sheet. These allocations repre- 
sent a total sum of about six million pounds 
for the parent company and a further million 
pounds for our subsidiary companies. More- 
over, the company has depreciated its plant 
by means of charging renewals to revenue and 
it follows that its plant thus stands in the 
balance sheet at a figure far below its re- 
placement value. 

Our fimancial position would have 
warranted an increased distribution this year 
had it not been for our wish to co-operate 
with the Chancellor to combat inflation. A 
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capitalisation of reserves by means of a bonus 
issue has not been a practical proposition 
because of the heavy tax which such an i 
would have attracted. We regret very much 
that present circumstances prevent us from 
making recommendations for an increased 
distribution of profits or for a capitalisation 
of reserves. 


INCREASED WORLD SUPPLIES 


World supplies of sugar have in 
considerably, and if the present estimates are 
attained, a world record of about 325 million 
tons will be es during the 1943-49 
crop. Isolated, but important pre-war pro- 
ducing areas, principally Java, have not yet 
recovered from the effects of the war. 


The greatly improved production 
world has sunbed i the loosening of Pa 
on sugar im many countries. Few are left 
with sugar rationing sull in force. HM 
Government is apparently waiting uatil there 
is either a considerable increase in produc- 
tion of sugar from soft currency areas or until 
the dollar position allows it to purchase 
more Western Hemisphere sugar. 

The large stocks of raw sugar which 
necessarily be held in this country at sani 
times of the year seem to have given rise to 
the impression that supplies are creater than 
they really are. Most of the Empire sugar 
produced arrives here in the autumn and 
early winter, and coincides with the beet 
sugar campaign in this country. Large stocks 
are thus built up during the late autumn and 
are progressively reduced during the ensui 
months. This is no new thing, as a study 
stock figures before the war will show, 


EMPIRE PRODUCTION 


In our opinion there is plenty af scope 
for increased production within the Empire, 
assuming that Countries such as Canada con- 
tinue to draw their supplies from Empire 
sources. The Empire need have no fea 
that there will not be a market for their 
production. Your company has always 
bough: all the sugar the Empire has offered 
for sale ; even during the time of world over- 

ion no Empire country was ever 
burdened with surplus stocks. 


We have, therefore, continued our policy 
of expansion in the West Indices, where we 
already have large sugar interests. Closely 
allied to sugar manufacture is our flourish- 
ing rum business. Rum has always been 
justly popular in the Navy, and with our 
up-to-date equipment we hope by very strict 
attention to quality to increase its popularity 
threughout the country. 

We have great faith in our powers 40 ia- 
crease Britain's earnings overseas. We 
contmue to expand in the Empire and are 
in the course of working out more plaas both 
for raw sugar manufacture and refining. We 
have the support of many powerful friends 
overseas for this policy. This support is given 
because it is known that our business at 
home is capable of providing the drive and 
technical ability necessary to ensure success 
in ventures of expansion. 


Our refining margin is the lowest and our 
quality the finest in the world. This in- 
sistence on quality and low prices has ia 
my view been the foundation of our success. 


EXCELLENT LABOUR RELATIONS 


Qur jabour relations have always been 
exceilent, which is proved by the 
long service record of our employees. About 
50 pei cent. of all men have had more than 
15 years’ service and 20 per cent. more than 
30 years’ service. Wages are high and work- 
ing conditions good. We work a 44-hour 
week and everybody has two weeks 
holiday a year as well as the usual Bamk 
Holidays. Pensions and sick pay are oma 
generous scalé: Relations with the unions ate 
most cordi " 


The report was adopted. 
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ACHILLE SERRE LIMITED 


45 PER CENT. DIVIDEND — 
MAIN TALNED 


STRONG RESERVES 


The annual general meeting of Achille 
Serre Limited (Cleaners and Dyers) was.held 
on the 24th ultimo, in London, 


The following is an extract from the 
speech of Mr F. M. L. Fitzwilliams, F.C.A., 
chairman and managing director ;— 


During the spring of 1948 the demand for 
our services went rapidly ahead and the pro- 
ductive capacity of the works, which had 
been scientifically expanded. during the 
winter months, was given a very full test. 
From Easter onwards the tempo of customer 
demand began to slacken and it was forcibly 
brought to our notice that the sellers’ market 
had ended, and if the progress of the com- 
pany was to be maintained the weight of our 
thinking would have to be transferred from 
the problems of production to the problems 
of selling. 


To improve quality and at the same time 
to speed up service is normally an expensive 
process, and would have materially imcreased 
our costs of production, already weighted by 
higher charges for consumable stores, rents 
and other items outside our control, had not 
compensating economies been effected. 


SUCCESSFUL TEAM WORK 


Tt has been our policy for many years to 
build up our organisation on a team basis, 
with each member appreciating to the full, 
not only his own particular responsibility, 
but also its relationship to the general plan. 
So successfully did the team pull together, 
that compared with 1947, our sales for the 
year showed an increase of 22 per cent. 


No additional hours were worked or extra 
staff engaged to handle this .ncreased volume 
of sales, which meant that the output 
productive man hour increased by a simular 
ratio of 22 per cent. The average weekly 
pay of all employees, due in the main to 
improved “ ourput with quality ” bonus earn- 
ings, increased by 11 per cent, equivalent to 
just over 2s. in the £. 


During the same period our prices to our 
customers remained unchanged. The average 
price per order paid by the public, how- 
ever, fell by just under 4 per cent., due to 
a marked decline im the demand for the 
higher priced dye service during the autumn 
months when our customers purchased 
“New Look” winter coats in preference to 
having the old ones dyed. 


The factors of improved salesmanship 
and production resulted in an expansion of 
trading profit by £42,078, an increase of 45 
per cent., though in quoting these statistics 
it must not be lost sight of that in the year 
1947 the factory had been closed for three 
weeks during the fuel crisis, which we esti- 
mated at the time had reduced the 1947 
wading profits by £17,000. 


EXCESS OF CURRENT ASSETS 


Current assets exceed current liabilities by 
£56,330. By the transfer of £18,159 from 
t and loss account the fixed asset replace- 
ment reserve now stands at £49,000. An 
allecation of £10,294 was also made from 
and loss account to bring the general 
Tevenue reserve up to £57,000. 


The aggregate of all capital and revenue 
Reserves amount to £125,564, a sum not far 
short of the total issued capital of £140,000. 
These reserves have been conservatively 
acsumulated over the past five prosperous 

& years and form a useful buffer for the 


With regard to the future, we are con- 


fident that whatever difficulties may face us, 
and we do not delude ourselves that they 
will be non-existent, we are nevertheless 
certain that the “team” will surmount them 
by drawing on its reserves of yet latent 
ingenuity and ability. 

The ending of clothes rationing is not 
unwelcome, as ‘it will help to raise the stan- 
dard of smartness, which is also one of the 
aims of our company. The continuing high 
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cost of new clothes and furnishings must still 
remain a limiting facter so that the particular 
popularity of our Retex service should 
continue unabated. 


The report and accounts were unanimously 
adopted, and vhs dividend of 15 
per cent. on the ordimary stock was approved. 

The proceedings terminated with a vote of 
thanks to the chairman. directors and staff. « 





HUMBER LIMITED 
SATISFACTORY LIQUID POSITION 
DIVIDEND AGAIN 15 PER CENT. 
SIR REGINALD ROOTES’ SPEECH 


The adjourned fortieth ordinary general 
meeting of Humber Limited, was held, on 
the 31st ultimo, at the offices of the com- 
pany, Stoke, Coventry, Sir Reginald Rootes 
(deputy chairman) presiding. 

The acting secretary (Mr A. K. Meggitt) 
having read the notice convening the meeting 
and the report of the auditors, 


The chairman said: Before proceeding 
with the business of the meeting, I must 
apologise for the absence of your chairman. 
Sir William has been undertaking another 
tour of countries in the Western Hemisphere 
on matters connected with your company’s 
export trade. He has just completed extensive 
travelling in U.S.A. and Canada and is at 
present in South America 


The reason for the delay in the publication 
of the accounts is the fact that it was con- 
sidered desirable to reach what is virtually 
finality in connection with the company’s 
hability to war-time taxation. 


NEW FORM OF ACCOUNTS 


Those accounts now before you, relating 
to the year ended July 31, 1948, have been 
drawn up in accordance with the provisions 
of the Companies Act, 1948. It is for this 
reason that we have departed from our pre- 
vious practice of showing last year’s figures, 


as in many cases they would not have been 
strictly comparable. 


You have, no doubt, already studied the 
accounts and I feel sure you will agree that 
they indicate the company 1s im a sound 
position. 


CONSOLIDATED BALANCE SHEET 


In referring to certain items, I propose 
dealing with the position shown by the con- 
solidated balance sheet, as this discloses more 
adequately the position of your company and 
its subsidiaries. 

Dealing in the first instance with the item 
of fixed assets, it will be notcd that after 
transferring £198,702 from the profit and 
Joss account, the provision for depreciation 
relating to plant, furniture and fittings repre- 
sents approximately 55 per cent. of the cost 
or written-down value of these assets. Your 
directors are satisfied that this provision is 
adequate. 


The current assets totalling £6,200,989 
exceed current liabilities and provisions by 
£2,387,787, which shows a satisfactory liquid 
position. 


RESERVES 


The total reserves now amount to over 
£2,000,000 which well exceeds the issued 
share capital of the company. These reserves 
have been increased during the current year 
by over £550,000. In the first place, the 
E.P.T. postwar reffind has been imcreased 
by £107,000 ; secondly, the directors have 
recommended that £100,000 should be appro- 


priated to general reserve ; additionally, they 
have deemed it advisable to create a reserve 
of £350,000 to cover price fluctuations in 
stock and additional tool amortisation. 
Perhaps I should give you a fuller explanation 
of this last item. Adequate stocks to ensure 
a steady flow of production must be main- 
tained. Prices today are inflated and when 
they fall we must be prepared to face the con- 
sequential losses involved. Also, as I shall 
explain later, we have recently carried out 
major new model changes and the tooling 
Costs are im consequence abnormally heavy. 


It be be remembered that at our last annual 
general meeting, it was reported that the 
board had made arrangements to obtain 
funds up to £1,750,000 to help to finance the 
expansion and modernisation of the plant. 
At the date of the balance sheet these funds 


had been drawn on to the extent of 
£1,103,392. 


INCREASED NET PROFIT 


You will note that the consolidated profit 
and loss account shows a- profit on trading 
of £773,265 which, after deducting ision 
for taxation, but before providing for 
depreciation and debenture interest, shows 
a profit of £482,265, which compares with 
Jast year’s figure of £329,919.- The figures 
of net profit are £258,632 compared with the 
previous year’s figure of £140,606. 

In addition to the net profit of £258,632 
there has also been credited to the profit 
and loss account the sum of £269,191 which 
arises from the settiement of certain Govern- 
ment war contracts and from reserves which 
were created in previous years but are no 
longer required. This has been shown as a 
separate item in the profit and loss account 
as it bears no relation to the current year’s 
trading. 

‘After bringing in the amount of £184,661 
brought forward from last year and creating 
the reserve for price fluctuations in stock 
and additional tool amortisation to which I 
have already referred, there is available 
£362,484, out of which your directors recom- 
mend that £100,000 be transferred to general 
reserve, thereby increasing this reserve to 


£725,000. 


The preference dividends, or course, have 
already been paid, together with the interim 
dividend on the preferred ordinary stock. 
The proposed dividend on the deferred 
ordinary stock is the same as last year— 
namely, 15 per cent., less income tax—leaving 
a carry-forward on the profit and loss account 
amounting to £187,598. 


SUCCESSFUL NEW MODELS 


So far as the current financial year is 
concerned, we have had a difficult time due 
to the introduction of a complete range of 
new models. both on cars and commercial 
vehicles. We gave ourselves a prodigious 
task, and inevitably suffered a considerable 
reduction im turnover and consequently in 
earnings. However, I am glad to say that we 
are now virtually on. normal production and 
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producing weekly a greater number of 
vehicles than ever before in the history of our 
group. Our output of vehicles now averages 
about 300 a day. 

Two years ago, Sir William told you that 
the rehabilitation, modernisation, conversion 
and expansion of our plants was expected to 
be completed at the end of 1948. Well, 
that was not a bad forecast. A certain amount 
of additional work since undertaken is out- 
standing, but the original programme is, I 
am glad to say, virtually completed ; in fact, 
we have now doubled our pre-war productive 
area, all of which is fully equipped. 

In addition, the design and introduction of 
new models throughout our range of cars 
and trucks has been carried out and these 
new models have been extremely well 
received. 


A GREAT DISAPPOINTMENT 


Our great disappointment is that owing 
to steel restrictions, we are not able to use 
our full capacity and so obtain the benefit 
of lower costs and a_ strengthened sales 
organisation which would result. The fullest 
representations have been made continuously 
by the whole motor industry and I can only 
express the hope that there will be a very 
early and major increase authorised. 


I have said that our new models have been 
extremely well received and this applies both 
overseas and at home. We were fortunate in 
being able to recommence our post-war over- 
seas trade with a good organisation. To 
meet the greatly increased demands we have 
strengthened this considerably. Moreover, 
as well as your chairman, many of our chief 
executives have undertaken extensive travels. 


EXPORTS 


During the last two months we have ex- 
ported over 75 per cent. of all vehicles made, 
and in accordance with the country’s needs, 
we have made and are making great efforts 
to sell our products in the dollar markets. In 
this connection I am glad to be able to 
report that really satisfactory progress has 
been made. 


In general, costs in our industry are too 
high and cofditions today are such that I 
do not intend to prophesy as to the future, 
but at the moment anyway, as I have in- 
dicated earlier, the overseas demand for our 
products is good. 

Once again, I must express regret that the 
vast majority of our customers at home have 
not received the cars and trucks they have 
ordered. This, in turn, has adversely affected 
our distributors and dealers. I believe that 
the extreme shortage of motor transport is 
a deterrent to our national efficiency—motor 
transport, in its many phases, should encour- 
age action and speed by example and achieve- 
ment—unfortunately, today, it can be used 
aS am excuse, or even a reason, for non- 
achievement. Again, I am expressing the 
nope that an improved home allocation. both 
of cars and trucks, will soon be officially 
authorised. 


TRIBUTE TO STAFF AND WORKPEOPLE 


Finally, let me express the great apprecia- 
tion your board feels for the great support 
and loyal co-operation it has had from the 
staff and workpeople during a very trying 
period. I would also like to thank our many 
suppliers, whose role has not been easy. In 
the long run, efficiency will be shown by the 
competitive price and quality of the product, 
and these factors will primarily determine 
our future employment and prosperity level. 
I am sure that those in Humber and its 
associated companies will mot be found 
wanting. 


The report and accounts, were unanimously 
adopted and the dividend as recommended 
was approved. 


The retiring dirsctors, Sir Reginald Rootes 
and the Marquess of Willingdon, having 
been re-elected, the proceedings terminated. 
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JAS. WILLIAMSON AND SON, LIMITED 


SOUND POSITION DISCLOSED 


SUCCESS IN EXPORT FIELD 


THE EARL PEEL’S STATEMENT 


The eighteenth ordinary general meeting of 
Jas. Williamson and Son, Limited, was held, 
on the Ist instant, at Lune Mills, Lancaster. 

The following is the statement by the chair- 
man and managing director, the Rt. Hon. the 
Earl Peel, circulated with the report and 
accounts for the year ended December 24, 
1948 : — 

When reviewing the year’s working as a 
whole, your directors can affirm that William- 
son’s have played their full part in the 
vigorous effort which enabled the linoleum 
and coated fabrics industries to exceed the 
1948 export targets. Your company’s success 
in the export field has served the double pur- 
pose of helping the nation and firmly re- 
establishing connections of long standing in 
overseas markets. 


GRATIFYING RESULTS 


While the net earnings ot your company 
amount to £581,290 in contrast to £617,905 
in 1947, your directors submit the accounts 
for the year 1948 in the expectation that 
shareholders will be gratified by the results 
and the sound position disclosed. There was 
a marked increase in production and sales 
during the year, and the figures you now 
have before you indicate the progress which 
has been maintained in the face of many 
difficulties. Production costs have steadily 
risen, selling prices have not risen at all, and 
in some of our lines reductions have been 
effected in order to meet competition abroad. 


The larger proportion of your company’s 
production has been sent overseas, and your 
directors have specialised with some consider- 
able degree of success in hard currency areas 
in full conformity with national policy. They 
are, nevertheless, mindful of the still unsatis- 
fied needs of the home customer and have 
been able to maintain the 1947 level of 
allocation, 


IMPORTANCE OF HOME MARKET 


In this connection it is felt that the import- 
ance of maintaining a healthy home market 
is not yet fully realised in official circles. 
The sharp contraction in the leather cloth 
trade, owing to the incidence of a 664% per 
cent. purchase tax, is a case in point. Whereas 
your directors are happy to record marked 
technical advance in the quality of our plastic 
leather cloth, which is acknowledged to be 
among the leading products in its field, they 
consider that its full export potential has not 
been reached because, owing to an artificial 
brake on trade, it has not been fully tested on 
the-home market. Such a process is an essen- 
tial prerequisite to export in any quantity, 
and purchase tax operates, therefore, in this 
instance as a development tax, which cannot 
have been the original intention of its 
instigators. 


It will, I think, be of interest to you to 
know that when you pay 16s. 3d. for a yard 
of linoleum in a shop purchase tax represents 
3s. 3d. and other forms of local and imperial 
taxation account for 6d. Only 2d. is 
accounted for by the net dividend paid to the 
shareholders, and this dividend, it is some- 
times forgotten, is payment for valuable ser- 
vices rendered. You have provided a large 


and well-equipped factory, together with 
stocks of material and working capital, [| 
repeat that it is sometimes forgotten that 
someone has to do this before a single pair 
of hands can be employed. 


LIQUID RESOURCES 


You will observe that there has been a 
substantial decrease in the total of liquid 
resources since the 1947 bulance sheet, dus 
to four main factors, to which many chair- 
men of companies have recently referred 
These are the much higher cost of replace- 
ment of capital assets and of new equipment 
the absorption of money into stocks of raw 
materials and finished goods at present high 
costs, the increased amounts on debtors’ 
accounts Owing to greatly expanded business 
and the excessively high level of taxation 
which drains away funds which would other- 
wise have been available. This last factor is 
a continuous and oppressive burden, which 
makes provision for current and particularly 
for future requirements a formidable task. 
Your directors subscribe whole-heartedly to 
the view held by all responsible parties 
engaged in industry that substantia! allevia- 
tion in the immediate future is a vital national 
necessity. 

Your directors continue to attach 
the greatest importance to their capital 
expenditure programme, involving the 
expansion and modernisation of plant 
and equipment in the company’s mills, 
It has, therefore, been deemed advisable 
to transfer £75,000 to the _ general 
reserve and to increase the development 
reserve to a figure of £200,000. Good pro- 
gress has been mide with a number of 
schemes sanctioned before the 1948 Govern- 
ment White Paper, and in 1949 it is hoped 
that several of the larger projects will be 
completed. The new power station, in spite 
of further delays altogether beyond our con- 
trol, is now within sight of completion and 
should be in full operation by the summer 
of 1949. 


Two of the company’s properties, 
St. George’s Works and Halton Mills, have 
been sold during the year and the peel, 
together with those received from the sale 
investments, have been transferred to capital 
reserve. 


IMPROVED WORKING CONDITIONS 


The number of those employed in your 
company’s mills has increased by more than 
400, many of whom have again come from 
centres other than Lancaster. The accom- 
modation at the men’s hostel has been 
increased and the amenities extended to pro- 
vide- well-managed quarters at a reasonable 
price. General working conditions have been 
improved and are still receiving every atten- 
tion. The closest co-operation exists between 
the management and workpeople, whose keen 
interest in efficient production is well dis- 
played in the support received for a new 
suggestion scheme inaugurated during 1948. 


The supply of some of our raw materials 
has improved during the period, but progeess 
in this direction has been capone 
There was a larger allocation of linseed 
your company’s staple commodity, but the 
total amount made available is still in 
quate and the price has remained ala 
high. Supplies of hessian have recently 
become restricted and the outlook for this 
commodity is causing some anxiety. 
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Iris urged that there is now an overwhelm- 
ing case for returning individual freedom of 
ation in the purchasing field, and particu- 
larly in those instances where it is, and has 
been for some time apparent that State 
Departments have failed to provide the goods 
in the quantity, the quality and the price 
required to enable British industry’s products 
to compete successfully in world markets. 


With regard to 1949, your directors are 
inclined to forecast only with the greatest 
reserve. The main difficulties encountered 
during 1948 have been those of supply— 
quantity, quality and, above all, cost. Ina 
great many instances, where these problems 
arise, your directors are, like so many other 
industrialists, in the disheartening position of 
being unable to take direct action. The 
power to provide your company with cheaper 
linseed oil, betier quality coal and improved 
supplies of cotton, rests with the Govern- 
ment. 


DEATH OF MR FRANK LONGWORTH 


Before closing my remarks, it is with deep 
regret that I have to record the death on 
Christmas Day of a member of your board, 
Mr Frank Longworth. Mr Longworth, who 
was an outstanding figure in the industrial 
life of Lancashire, joined your company’s 
board in 1938. Particularly on the manutac- 
ture of cotton cloth, an integral part of your 
company’s activities, Mr Longworih’s counsel 
was of the utmost value, and on this score 
alone, quite apart from the sense of personal 
joss suffered by your directors, he will be 
greatly missed 


You wil! be asked to confirm the appoint- 
ment to the board as from the beginning of 
1949 of your company’s. secretary, Mr 
Leonard Beswick. Mr Beswick joined the 
company at the beginning of 1946 as personal 
manager and assumed the additional duties 
of secretary in January, 1948. Your directors 
feel certain that he will prove to be a useful 
addition to the board. 


THE ENGLISH ELECTRIC 


COMPANY, LIMITED 


Sir George H Nelson (the chairman) 
presiding at the thiriieth annual general 
meeting on the 30th ultimo, said that the 
wading profit for the year was £ 1,456,860 
and the net £535,027, which on a comparable 
basis was {205,930 greater than in 1947. The 
tumover today reached a level in money ten 
times greater than in 1932, and the number 
of employees had risen from 4,000 to 25,000, 
in addition to which 10,000 were employed 
by subsidiaries. There was no question but 
that the company’s resources in research 
facilities, on which large sums of money had 
been spent, were unsurpassed in the country. 


Dealing with the extension of manu- 
facturing capacities, he said that these were 
how practically complete, but only 77 per 
cent. of the total capagity was in use, due to 
the-need for an additional 5,000 workpeople. 
The uncompleted order book was still the 

Hest ever, and last year they had increased 
their turnover by £5,000,000, by managerial 
action with the help of staff and works com- 
mittees. Export business was practically 50 
Per cent. of their production, and they were 

a substantial contribution to the 
balance of payments, both in the sterling and 
dollar areas, thereby assisting greatly in the 
Maintenance of the standard of living. 

For the twelfth successive year a 10 per 
hiah end was recommended ; owing to 
igh taxation and many other causes, they 
could not recommend an increase. One of 
the Sreatest problems arose from the heavy 
sca income tax, and means must be 

to reduce taxation ; otherwise, it would 
become a cancer in the nation. 
ant report was adopted and a final divi- 
of 6 per cent. (making 10 per cent. for 


the period under review) declared on the 
stock, 


STANHOPE STEAMSHIP 
_ COMPANY, LIMITED 


DEMAND FOR SHIPPING 


The annual general meeting of the 
Stanhope Steamship Company, Limited, was 
held in London on the 24th ultimo. 


_ Mr J. A. Billmeir, F.LC.S., the chairman, 
in the course of his speech, said: During the 
year we have acquired two 16,500-ton turbo- 
electric tankers and the vessels Stanfirth and 
Stanroyal. Contracts have been placed for 
two new motorships for delivery in 1951. 


The gross trading profit amounts to 
£513,000, and in addition we have made 
a capital profit of £83,000 by the sale of the 
Stanholme. Our profit has been affected by 
the marked increase in the cost of bunker 
coal and fuel oil. The cost of ships’ repairs 
has also risen and additional time is required, 
which, with high daily running expenses, 
increases the ultimate cost of repairs out of 
all proportion to the actual work carried out. 
Furthermore, taxation is precluding ship- 
owners from rebuilding, and I can only hope 
that the Government will realise that 
shipping should be regarded as being in a 
category of its own and encourage shipowners 
to build efficient fleets, bearing in mind the 
part shipping plays not only now but also 
in time of war. 


It is hard to prophesy what the future has 
in store for any of us. There is no doubt 
that the demand for deep seas tonnage will 
continue, but results will depend on the 
efficiency and economy of the vessels 
employed. 


The report was adopted and a final divi- 
dend of 75 per cent., less tax, on the ordinary 
stock, making a total distribution of 125 per 
cent., less tax, for the year ended September 
30, 1948, was approved. 


MARCONDS WIRELESS 
TELEGRAPH COMPANY, 
LIMITED 


TELEVISION SUCCESS 


The fifty-first annual general meeting of 
this company was held on the 30th ultimo in 
London. 

Sir George H. Nelson, F.C.GI, 
M.1.Mech.E., M.I.E.E., the chairman, in the 
course of his speech, said: The profit for 
the year amounts to £197,726. The com- 
parable figure for the previous year is 
£91,162. Your directors recommend a divi- 
dend of 7 per cent., less tax, on the ordinary 
shares. ; rs 

In spite of the difficult trading conditions 
in many parts of the world, 1948 marked a 
further advance in the value of orders 
received from overseas territories. Of the 
total oftders received during 1948, 60 per 
cent. are for export, whilst if we include in- 
direct exports the percentage rises to 85 per 


ent. 

In the field of television this country has 
been the pioneer and the Marconi company 
supplied in 1936 the world’s first television 
transmitters at Alexandra Palace which are 
still in satisfactory operation. Those of you 
who watched the Oxford and Cambridge 
Boat Race from your armchairs at home will 
know that for the first time in history, the 
race was televised from start to finish and 
you were able to see far more than the many 
thousands of spectators who went to the 
riverside. This great step forward in tele- 
vision entertainment was made possible by 
one thing alone—the new Marconi Camera 
Equipment which followed the crews from 
the small BBC launch “ Consuta.” 

The Marconi Company is once more 
playing a leading part in the provision. of 
apparatus to the highly specialised require- 
ments of aviation. 

The report was adopted. 
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. GEORGE ANGUS AND 
~ COMPANY, LIMITED 
- EXPORT TURNOVER 


The sixty-second annual general meeting 
of George Angus and Company, Limited, was 
held, on the 30th ultimo, in Newcastle, 
Colonel E. Graham Angus, C.B.E., M.C., 
T.D., D.L, (chairman), presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts: 


Your board is glad to be able to present 
a balance sheet for 1948 again representing a 
satisfactory trading period for the company. 
I have always endeavoured to strike a note of 
caution during these good years, and it may 
be felt that this has been superfluous. How- 
ever, from past experience, good trading 
periods are invariably followed by some 
recession, and whilst I hope and feel that 
nothing in the nature of a slump may disturb 
business, at any rate under present con- 
ditions, some reduction in turnover and 
profits is bound to take place. 


We have again feli it prudent to add a 
further sum of £50,000 to general reserve 
and this time £50,000 also to stock reserve, 
The net trading profit at £137,249 again 
shows a considerable increase over the pre- 
vious year and has been contributed in vary- 
ing degree by all departments of the com- 
pany. The turnover of export department 
shows an increase compared with 1947. 


EXPORT TRADE 


Various members of the company have 
carried out journeys to a number of foreign 
countries during the year, one of which, as 
you will recollect, was carried out by myself 
to the Union of South Africa and the 
Rhodesias. I was much impressed by the 
potentialities of the markets in South Africa, 
and as a result we have augmented the stafi 
of the South Africa Company, and I am glad 
to say their sales show a satisfactory increase 
for 1948 and the outlook continues favourable. 
It is intended to devote increasing attention 
to the furtherance of our export trade. The 
past year has not been an easy one, owing 
almost entirely to the international monetary 
situation resulting in sevefe import restric- 
tions in the case of some countries, ere 
are signs, however, of a slight improvement 
in this respect, though there are also signs of 
increasing competition. 

Plant in all works has been kept up to date, 
and in this connection I should like to call 
attention to the very heavy cost to industrial 
firms of plant replacement compared with 
prewar figures. Research and development 
questions are matters of vital importance to 
industry today, and these are receiving the 
very close attention of your board. We have 
during recent years established chemical and 
engineering laboratories in connection with 
the various works, and these are proving an 
invaluable part of the firms organisation. 


TAXATION BURDEN 


In my remarks last year I dealt with the 
question of taxation. ith the figures of the 
past year before you, it is not necessary for 
me again to call ettention to the serious effect 
on industry of the withdrawal by the Govern- 
ment of large sums of money—sums which, 
under present conditions, should be ploughed 
back for development, maintenance of plant 
and fixed assets generally. 

It might be said at the present time in 
many cases that the profits of industrial con- 
cerns are so high they can well afford to pay 
a large share in taxation, but it must be borne 
in mind that during the last few years indusiry 
has been enjoying a sellers’ market which is 
not a permanent state of affairs. Harder 
times may lie shead, and only firms who 
have been able to build up adequate reserves 
will be in a position to develop on healthy 
lines. 

The report was adopted. 
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ANGLO-FRENCH 
EXPLORATION COMPANY, 
LIMITED 


PRICE OF GOLD 

The fifty-ninth annual ordinary general 
meeting of this company was held in 
London on the 30th ultimo. 

The chairman, Mr F. R. Cottell, A.C.A., 
in the course of his speech, said :— 

The official price of gold metal is fixed at 
U.S. $35, or 172s. 3d, sterling per fine ounce, 
and the International Monetary Fund has, up 
to date shown a determination that the price 
shall remain at that level. Gold is likely to 
remain the only satisfactory backing for cur- 
rencies, and while reasons against an 
increase, and particularly against unilateral 
devaluation. can be adduced, I suggest that 
a strong case exists for the view that 
the official price of gold in all countries 
should be permitted to reflect the world wide 
appreciation which has taken place in all 
other commodities as measured in terms of 
currencies. 

It is difficult to understand the determina- 
tion of the International Monetary Fund to 
keep, at an artificially low level, the price 
of the one commodity in which there is 
universal confidence. The recent action of 
the South African authorities in selling 
100,000 ounces of the metal for industrial 
purposes at a modest premium has incurred 
the displeasure of the International Mone- 
tary Fund. but the concern shown by the 
directors of the Fund is evidence that the 
present fixed price is not related to its real 
value. 

CURRENCY VALUES 


It is interesting to record that the power 
to approve a uniform change in the par value 
of the currencies of all members of the Inter- 
national Monetary Fund is reserved to the 
Board of Governors. The articles of agree- 
ment provide that the Board of Governors 
shall hold an annual meeting and such other 
meetings as may be provided for by the 
Board or called by the executive directors 
and it is pertinent to inquire whether the 
Board of Governors has met to consider the 
desirability of such a uniform’ change. 
Although it 1s laid down that a majority of 
the total voting power of the Fund may make 
uniform proportionate changes in the par 
values of the currencies of all members, 
there is a proviso that each such change must 
be approved by every member which has 10 
per cent. or more of the total of the quotas. 


While there is a provision for a change in 
the par value of an individual member’s 
currency on the proposal of the member, and 
a provision - for uniform proportionate 
changes in the par value of the currencies 
of all members, there appears to be no pro- 
vision to revise the par values of all curren- 
cies unless the revision is a uniform propor- 
tionate one. 


It would appear that this is a serious 
omission in the articles of agreement which 
needs to be corrected. Countries which pro- 
duce gold are all faced with the same pro- 
blem of a fixed price unrelated to its real 
value against a rising cost structure and it 
is difficult to understand the apparent deter- 
mination of the Fund to ignore this problem, 
which has led some countries, including 
Canada and Rhodesia and now South Africa, 
to search for other means of keeping the gold 
industry alive. I suggest that the time has 
come for the International Monetary Fund 
to reconsider the whole matter and that 
strong representations should be made by 
the main gold producing countries to have 
the position rectified. 


The report was adopted. 


JEREMIAH ROTHERHAM 
AND COMPANY, LIMITED 
FACTORS AFFECTING PROFITS 


The fifty-first annual general meeting of 
this company was held, on the 30th ultimo, 
at Shoreditch, Mr Joseph Hockley, the chair- 
man, presiding. 

The following is an extract from his circu- 
lated statement: The trading profit for the 
year to January 15, 1949, allowing for all 
expenses, but before providing for profits tax 
(estimated at £20,000) amounts to £103,914, 
as against £140,335 last year. During the 
year profits margins in some sections were 
reduced by the Government, that, together 
with the increased cost of salaries and wages, 
and the continued rise of other expenses, 
practically accounts for the lower trading 
profit. 


The present burden of purchase tax is 
having a disastrous effect upon the trade. 
Retailers are holding off buying goods which 
are subject to 663 per cent,, consequently the 
demand for utility goods which are free from 
tax has resulted in a shortage of that class 
of goods. The purchase tax should be 
immediately removed. 


The net amount as shown in the profit and 
loss account, viz., £48,244, is after crediting 
interest on investments and providing for 
profits tax and liability for income tax on the 
current year’s profits. Adding the amount 
brought forward from last year, viz., £54,316, 
gives a disposal balance of £102,560, which 
we recommend be applied as follows: —To 
one year’s dividend on the cumulative pre- 
ference stock, £5,500 ; to a dividend of 6 per 
cent. and a bonus of 23 per cent. on the 
ordinary stock, £28,050; to transfer to 
general contingency reserve, £5,000; to 
transfer to employees’ benevolent and pension 
fund, £5,000, and to carry forward £59,010. 


The report was adopted. 


GENERAL INVESTORS AND 
TRUSTEES, LIMITED 
WELL BALANCED PORTFOLIO 


The forty-second annual general meeting 
of General Investors and Trustees, Limited, 
was held, on the 3lst ultimo, in London, 
Mr Sidney S. Lamert (the chairman) presid- 


g. 

The following is an extract from his cir- 
culated statement :— 

Of the prodigal Governmental expenditure 
on Socialist theories, initiated by the present 
Ministry, a great part must remain as a per- 
manent burden on the country’s resources. 
With full employment for those minded to 
work, and comfortable provision for those 
who prefer to idle, labour is in no mood to 
face retrenchment. 

You will ask, what in such circumstances 
is the prospect for an investment trust com- 
pany such as ours, with a large proportion of 
its funds invested in British industrials ? 
Clearly, while this one-sided limitation of 
dividends remains in force, little or no expan- 
sion of revenue is to be expected. On the 
other hand, it is reasonable to anticipate that 
our income will be maintained, as our port- 
folio is well selected and well balanced. 

After sundry necessary adjustments, I 
calculate that true revenue is up by £2,600. 
A rise of £1,200 in general charges is more 
than offset by the reduction in directors’ re- 
muneration. We recommend that the same 
amount be distributed to the holders of 
ordinary stock, though we now recommend 
this should be a flat payment of 10 per cent., 
not 9 per cent. and a bonus of 1 per cent. 
To reserve we propose placing £15,000, an 
increase of £3,000. All his is quite satisfac- 
tory, but the picture is less cheerful when 
we come to the valuation, which shows a re- 
cession of just over £100,000. This falling 
off still leaves us with a comfortable surplus. 

The report was adopted 
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INVERESK PAPER COMPANY, 
LIMITED 


IMPROVED RESULTS 


The twenty-sixth annual general meeting 
of The Inveresk Paper Company, Limited 
was held, on the 30th ultimo, in London, 


Mr B. H. Binder, F.C.A. (the chairman) 
in the course of his speech, said: — : 

The consolidated trading profits of the 
Group for the year ended September 30, 
1948, before charging taxation, but after 
providing for deferred repairs, amounted to 
£1,471,685. After charging £873,313 for 
taxation, being approximately £150,000 
more than last year, the net consolidated 
profits amounted to £598,372. The improved 
results are mainly due to a further increase 
in production, coupled with economies in 
costs resulting from the cumulative effect of 
our capital expenditure programme which, 
during the past three years, has amounted to 
over three-quarters of a million pounds. 
After deducting the proportion of profits 
attributable to the outside shareholders of 
subsidiary companies, the net profit for the 
year attributable to the Inveresk Paper Com- 
pany, Limited, amounted to approximately 
£550,000. After providing for the preference 
dividends and the proposed total distribution 
of 15 per cent. on the ordinary stock of The 
Inveresk Company totalling £136,712, 
approximately £413,000 has been retained 
to strengthen the group’s reserves, of which 
£365,000 has been retained in the accounts 
of subsidiary companies and £48,000 in the 
accounts of the Parent Company. 


BALANCE SHEET ITEMS 


Your attention is drawn to reserves total- 
ling £1,420,000 and particularly to the invest- 
ment reserve of £792,039 This amount 
represents the balance of the amount set 
aside on reconstruction in 1933 to provide 
for the depreciation of the company’s invest- 
ments at that time. Your directors are 
Satisfied that trade investments, as valued 
and investments in subsidiary companies at 
cost, are conservatively valued and_ that, 
therefore, this investment reserve is free for 
re-capitalisation when circumstances permit. 
As I reminded you last year, over one million 
pounds was written off the company’s share 
capital in 1933, and it is unreasonable that, 
if we restored part of this reduction by the 
capitalisation of reserves, we should be 
penalised by having to pay heavy taxation. 


The book value of the group fixed assets at 
£2,974,465 has increased £237,300, being 
excess of the capital expenditure for the year 
of £475,000 over the Necapesittent charge 
£237,700. Commitments outstanding on 
capital account total approximately £1,1 

at September 30, 1948, and further sib- 
stantial capital expenditure is anticipated. 


Current assets total £7,270,000. These 
exceed current liabilities and provisions 
approximately £4,700,000. It is therefore 

ear that, thanks to our conservation policy, 
the existing liquid resources will be sufficient 
to meet our substantial programme of capital 
expenditure and the additional working 
capital required for replenishment of 
particularly when we shall again carry ouf 
own stocks of raw materials. 


THE OUTLOOK 


It must be remembered that the purchase 
prices of our main raw materials and the 
sale prices of certain of our products af 
controlled by the Board of Trade. #4 
have been two reductions in sale prices since 
September 30th, which have only 
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offset by a reduction in prices of 
raw materials, and a small increase in pro- 
duction ¢uotas 
There have also been increases in costs 
of coal and other materials, also increased 
wages and contributions required under the a 
National Health Act. These factors reduce year. 
the margin of profits which cannot be offset 
increased production, unless we are 
nted an increase in our pulp quotas, of 
which supplies are now more plentiful. 


While I do not wish to be too pessimistic 
as to the future, it is already clear that we 
cannot expect the exceptionally favourable 
results of the past year to be maintained. 
Nevertheless, we have many advantages, I 
should remind you that the margin of profits 
of the group as a whole over the amount 
of ordinary dividend distributed has been 
exceptionally large and that in the future the 
amount of the provisions for deferred repairs 
and reserves for various contingencies pro- 
vided in the past should be reduced. ‘The 
accounts ncw before you disclose a position 
of great strength with large liquid resources. 
We have a strong team of managing directors 
and managers, who, working closely together 
under the able and inspiring leadership of 


our managing director, Mr Charles Snellin 
will, I am sure, continue to meet all difficul- 
hes cheerfully and courageously as they arise. 
Our thinks are again due to them and all 
our staff and workpeople for the splendid 
results they have produced during the past 


The report was adopted. 





RIO DE JANEIRO FLOUR 
MILLS AND GRANARIES, 
LIMITED 


INCREASED EXPENSES 


The sixty-third ordinary annual general 
meeting of the Rio de Janeiro Flour Mills 
and Granaries, Limited, was held, on the 
31st ultimo, in London, Mr S. C. Sheppard, 
the chairman, presiding, 


The following is an extract from his 
circulated statement:—The net profit of the 
parent company for the year was sufficient to 
cover the further interim dividend which was 
paid on January 20th last, makin 
cent, less tax, for the year to September 30, 


637 
shown in the directors’ report. 


mixed character in that it had been governed 
by the two factors of controlled prices and 
the limited quantity of wheat available to the 
mills. For this reason the company had 
again been obliged to figure partly as millers 
and partly as flour importers. It had been 


tunately been idle for various periods due 
to irregularity in the supplies of wheat. 


Mr Sheppard made reference to the con- 
trol of selling prices and to the fact that the 
company had experienced its full share of 
labour troubles, and said that an added 
trouble had been the rapid increase in work- 
ing expenses. Costs continued steadily to 
mount, which, together with the higher 
values of the raw material, had appreciably 
affected the problem of the general financing 
of the business. Meanwhile, the effect of the 
drastic increases in the cost of working would 
he feared, mean a possible contraction 
future extensions and developments of trade 
in a new country where fresh opportunities 
were constantly arising. 


The report was adopted. 
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NOTICES 
UNIVERSITY OF LONDON 


The Senate invite applications for the Readership in International 
Relations (with special reference to the organisation of peace and 
security) tenable at the London School of Economics and Political 
Science (salary £800-£1,000-£1,200). Applications (10 copies) must be 
received not later than May 11, 1949, by the Academic Registrar, Univer- 
sity of London, Senate House, W.C.1, from whom further particulars 
should be obtained. 


UNIVERSITY COLLEGE OF SWANSEA 


The Council of the College invites epplications for the following 
ts: — z 
“o Lecturer in Politics, Salary on the scale £500 to £750 per annum 


aceording to qualifications and experience. The Lecturer will be required 
to give courses on Political Institutions and Political Theory. If 
possible, the Lecturer should also be qualified to give courses either in 
international Relations or in Public Administration. 4 

(ii) Director of Research in Social Studies. Salary within the range 
{80 to £1,000 per annum according to qualifications and experience. The 
duties of the person appointed will be to direct and supervise the work 
of a number of Research Assistants engaged on social and economic 
research in South Wales. : 

(ii) Kither an Assistant Lecturer (commencing salary £450 per annum) 
ora Lecturer (salary on the scale £500 to £750 per annum according to 
qualifications and experience) in Economies (Statistics). " 

(ivy An Assistant Lecturer in Pure Mathematics and an Assistant 
Lecturer in Applied Mathematics. Commencing salary in each case £450 
er annum. ; 

“w Temporary Assistant Lecturer in Mathematics for three years from 
October 1, 1949. Salary £450 per annum plus superannuation, 

Further particulars about the posts may be obtained from the Regis- 
wat, University College, Singleton Park, Swansea, by whom applications 
must be received on or before April 23, 1949. 


THE UNIVERSITY OF SYDNEY 
RESEARCH CHAIR IN AGRICULTURAL ECONOMICS 


The Senate will shortly proceed to the appointment to the newly 
established Research Chair e Agricultural Economics. Applications are 
invited for the Chair. The Professor will be required to devote his time 
primarily to original research in the fleld of Agricultural Economics. 
Salary will be at the rate of £1,500 (Australian) per annum, There is a 
normal retirement provision on the lines of the Federated Superannua- 
tion System for Universities and, in addition, a pension of £400 (Austra- 
lian) per annum upon retirement after attaining the age of sixty years. 

mate reserves the right to fill the Chair by invitation. A state- 
ment of conditions of appointment and information for candidates may 
be obtained on application to the Association of_U niversities of the 
British Commonwealth, 5 Gordon Square, London, W.C. 1. Sapte 
close on May 15, 1949, and should be forwarded direct to G. Dale, 
Registrar, University of Sydney, New South Wales, Australia. 


OFFICE OF THE REGISTRAR-UNIVERSITY OF RANGOON 


APPLICATIONS invited for GEOLOGY Lectureship (Paleo. and 
Stratig.) on contract for 2, 3 or 5 years. Salary scale rupees 9,600—600— 
4.400 (£720—£45—£1,080) per annum. Initial salary will be fixed accord- 
ing to qualifications and experience. Suecessful candidate joins service 
at Rangoon, June 1, 1949. Applications must reach Registrar by May 15th 
latest. First class sea return passages provided. 

nat ae 





SHRIDGE.—Course 15, April 29th-May 2nd. Training and Education 
A for Industry. ducation for Entrant to Industry, Sir Charles 
Tennyson; National Service in Relation to Industry, Michael ere 
MP.: Training and Prospects for Overseas, Spencer Summers; Training 
‘nd Distribution of Manpower, J. Howie Mitchell. 

Incinsive Fee £3 10s. 


tions to See., Ashridge, Berkhamsted, Herts. Tel.: Little 
Gaddesden 3191 





QALEs MANAGER trained in ‘buyers market seeks change to a post 
where modern methods and fertile ideas are welcome.—Box 57. 


WLLY furnishea self contained flat including electric light, 8 guineas 
F ber week, breakfast by arrangement, vicinity Albert Hall. ‘Phone 
ES 1057 any time. 





Class Guest House, Continental and English cuisine, special 
Phone tiga ws H. Newman, 28, Lillington Road, Leamington Spa. 








ESSEX EDUCATION COMMITTEE 


MID-ESSEX TECHNICAL COLLEGE AND SCHOOL OF ART, 
Market Road, Chelmsford. 


Applications are invited for the post of full-time LECTURER in 
ACCOUNTANCY and allied subjects, the duties to commence on 
Seplember 1, 1949. 

pplicants should be University Graduates and/or possess a recognised 
qualification in Accountancy. eaching and/or professional experience 
is essential. 

A suitably qualified candidate may be appointed as a SENIOR 
ASSISTANT at a salary in accordance with the Burnham Further Educa- 
tion Report, namely, £700 per annum, rising to £800 per annum, plus 
additions for degree and training. 

Forms of application, obtainable from the Clerk to the Governors 
(stamped addressed foolscap envelope), should be returned to him within | 
14 days of this advertisement, 

N. BUNGEY, 


D 
Acting Chief Education Officer. 
County Offices, Chelmsford. 





NATIONAL COAL BOARD 
NORTH-WESTERN DIVISION ! 
A vacancy exists in the North-Western Division for a Deputy Divyi-\ 
sional Finance Officer. 
Salary according to experience and qualifications (Grade £675 to £875). 
Candidates should have good accountancy and costing knowledge, with, 
experience of report writing; experience of the preparation of financial 
statements in connection with Valuations would be an advantage. 
Applications, stating age, qualifications and experience, should be 
addressed to the Divisional Establishments Officer, National Coal Board, 
North-Western Division, 47 Peter Street, Manchester 2 





NDUSTRIAL AND COMMERCIAL FINANCE CORPORATION 
LIMITED (resources £45 million) has investments in some 250 busi- 

nesses covering a wide range of industries, and is developing an 
Industrial section. “There are vacancies for a few high-grade and. 
experienced men in well-paid and pensionable posts with work of 
considerable interest and scope. . 

Applicants should be graduates of a University and should have held 
posts as Works and General Manager, with experience in more than ene 
undertaking, preferably engaged in engineering. j 

They should send brief particulars only in the first instance to the 
Chief Administrative Officer, Industrial and Commercial Finance 
Corporation Limited, 7 Drapers Gardens, EC.2. 





UALIFIED company secretary-accountant at present earning in the 
neighbourhood of £1,000 per annum desires position where initia- 
tive, drive and acceptance of responsibility will be suitably rewarded. 
Fully experienced in business organisation, management of staff, 
administration, committee and board room work, preparation of reports, 
control of central purchasing office of large combine, knowledge of 
Stock Exchange. ould accept post of personal assistant to busy 
Managing Director or Chief Executive.—Box 68 








YTATISTICIAN, economist and expert on advertising and market 
\) research (28), M.A, (Cambridge), who has directed wide range of 
Government economic and statistical services and served as Account 
Executive in leading market research firm, seeks responsible post in 
business, with scope for his ideas and enthusiasm.—Box 99. 








LAXO LABORATORIES LIMITED invite applications from young 
G public school men for a position on the administrative staff of their 
Pakistan Company. A knowledge of accounts and seme business experi- 
ence essential. An excellent progressive salary is offered.—Applicants, 
who should be unmarried and under 32 years of age, should write, givin 
full particulars, to Personnel Manager, Glaxo Laboratories Limited, 
Greenford, Middx. 


CCOUNTANT (qualified) required as Chief Accountant to large public 
company. Applicant should haye had wide experience in similar 
position and should be able to take complete responsibility for ¢co-ordi- 
nation of the Company’s costs and final accounts, Commencing salary 
offered in region of £1,500 per annum, with excellent prospects. rite in 
confidence, giving full details, to Box 161. 











OUNG woman, University education, fluent French, German, Italian, 
secretarial training and experience, willing travel, seeks interesting 
post, pref. journalistic, literary.—Box 92, 
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Company Notes 


British American Tobacco.—Net profit 
of British American Tobacco, Ltd., increased 
from £5,238,444 (adjusted) to £5,326,478 in 
th: year to September 30, 1948. The divi- 
dend has been cut from 15 per cent, free of 
tax, to 144 per cent free of tax. Fixed assets 
and stock replacement reserve has been in- 
creased by £5,438,193— 3,600,000 from 
EPT provision no longer required, £1,639,045 
from 1948 taxed profits and £199,148 from 
a reduction in carry forward. Group net 
profit for 1948 was £8,974,225 ; consolidated 
reserves applicable to the parent company on 
September 30, 1948, were £51,568,637. 

Cariton Main Coiliery.—At a mecting of 
Carlton Main Colliery on May 10th share- 
holders will be asked to sanction a scheme 
for the repayment of 10s. for each £1 unit 
of preference and/or ordinary capital held. 
The present issued capital is 2,231,653, 
£60,000 in 10 per cent tax free cunmilative 
preference and £2,171,653 ordinary. Net 
profit for 1948 amounted to £132,136 against 
£124,517. The dividend for the year is un- 
changed at 10 per cent. 

British North Borneo Co.—A resolution 
was passed this week at a meeting of the 
British North Borneo Co. to register the 
company uader the Companies Act with a 
view to winding up. 

Courage and Co.—Ar the meeting of 
Courage and Co. on Monday the chairman 
said that “trade has steadily declined, and 
is still doing so in a manner which 1s causing 
the brewing trade very considerable concern, 
This situation is aggravated by the increased 
tobacco duty and consequently the higher 
cost of cigarettes and pipe tobacco, which 
now absorbs so much of the public’s spending 
money.” 

A. C. Cossor.— No dividend is to be paid 
on the 6 per cent preference shares in respect 
of the year ending March 31, 1949. 

Brush Electrical Engineering.—Previous 
to the recently announced dividend of 10 

er cent on the 5s. ordinary shares of Brush 

lectrical for 194°, the last dividend to be 
declared by the company was a 4 per cent 
interim in 1945, not 1947 as stated here in 
the issue of March 19th. 

Swan Hunter and Wigham Richardson. 
-—-Net profit after taxation increased by 


£58,641 to £453,957 in 1948. A total pay- 
ment of 16 per cent on the ordinary stock 
for the year is the same as for 1947. 

British Lion Studio.—Profit for the year 
to March 31, 1948, amounted to £115,854, 
compared with £71,938 for the previous 10 
months period. 


English Electric.—The postwar develop- 
ment programme of English Electric has 
nearly been completed, according to the 
statement of Sir George Nelson, chairman of 
the company, at the annual meeting this 
week. Yet only 77 per cent of total manu- 
facturing capacity of the group is in use 
owing to the shortage of labour. An addi- 
tional 5,000 workers are required to bring 
production up to capacity, despite the net 
gain of 2,400 employees in 1948. ‘Turnover, 
of which nearly half was represented by 
export business, increased by £5,000,000 in 
1948. 


Doulton and Co.—Group trading profit of 
Doulton and Co. declined from £172,730 to 
£128,790 in 1948, despite an increase in 
turnover from ¢2,000,557 to £2,315,119. An 
informative table incorporated with the 
accounts shows that the costs of wages and 
raw materials rose by 24 per cent and 29 
per cent respectively on the year. 

Wilson and Watker Breweries—A new 
company, Wilson and Walker Breweries, has 
been formed to give effect to the merger 
between Walker and Homfrays and Wilson’s 
Brewery. Stockholders in Wilson’s Brewery 
are offered 10 54 per cent cumulative {1 
preference shares in the new company for 
each 10 5 per cent cumulative £1 preference 
shares held and 51 £1 ordinary shares for 
every 20 £1 ordinary shares held. Stock- 
holders in Walker and Homfrays are offered 
11 new 54 per cent cumulative £1 preference 
shares for every £10 of 6 per cent cumula- 
tive preference stock held and 40 {1 
ordinary shares for every £20 ordinary stock 
held. 


Capital Issues 


BY STOCK EXCHANGE iNTRODUCTION 
Cullen’s Stores.—Capital consists of 
£320,411 in £170,411 5 per cent cumulative 
£1 preference shares and £150,000 in 4s. 
ordinary shares. Profit after depreciation, 
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but before taxation, for years to last ; 
February: 1939, £41,409; 1947, ‘Cis gga 
1948, £137,810. Combined assets as gt 
February 29, 1948: Fixed assets, £240,456. 
total current assets, £399,234; net cutrent 
assets, £123,408. Directors’ dividend esti- 
mate for 1949 on increased Ordinary capj- 
tal, approximately 30 per cent. Qn the 
basis of this dividend at an expected opening 
price around l6s. 3d., the 4s. ordinary 
shares would yield some 7 per cent. 
Hirst Brooke and Southon (drugs and 
pharmaceutical products), — Capital js 
210,000 in £90,000 55 per cent cumulative 
£1 preference shares and £120,000 in 4s 
ordinary shares. Profit after depreciation, 
directors’ emoluments, etc., but before taxa. 
uon, for years to March 3ist. 1939 
Dr £1,857; 1947, £30,341; 1948, £33,015: 
1949 (11 months), £30,105. Combined assets 
as at March 31, 1948, for Hirst Brooke and 
as at February 28, 1949, for the Southon 
group: Fixed assets, £81,397; total current 
assets, £177,111; net current assets, £60,801, 


OFFER TO SHAREHOLDERS 


Welkom Cold Mining —Ordinary share- 
holders registered on April 14th are to be 
offered 4,000,000 5s. ordinary shares at par 
in President Brand Gold Mining. 


New Issue Prices 





at Issue Price, 
Name | Price Mar. 30, 
o (a) 1949 
Auto-Prods. Associated .......... ; 94/0*, 48/9—5175 
Do. 5% Cum. Pref. .........- | 23/0a 23/44—~25/% 
A.V.P todustries, 6/8 ............ | 6/3-T/5 
Do. 4)% Ded... ...cssccevese- 1003 
Brotherton, 10)- ...............5- i ate 
Decca Notes, 1954-1964...... ) 904—925 
Hawker, Deb. (£50 paid) 4 Spm 
Ruoreen Has FR Blo... oa ie Sd | 3/9} 3/7h—/ 10} 
Doi SH Prefy: ove esse ase } 21/5% 20/9~—21/3 
Ki; Goon, BOM 445 bus anon ot 19/7)* 21/44—21/) 
B60 Peek! sca. esate 21/10) 23/5-—25/9 
Eodec Pham, Gi- . 0050.4 00dtuaes { 25/3" 24/6~-25 
Manchester Oil, Deb. (£25 paid)....| 984 --Ifpm 
New Zealand, 3% 1975-77 (450 paid); 100 1i—lipa 
Patons & Baldwins, Pref. ......... 20/0a'20/ a / 104 
SE A Pay ee ; 85/0 — dpe: 
Ropner (Holdings), £1..........-- |; 00/0 43/0—45/0 
Typhoo Tea (Holdings), 5/-........ | 20/00 22/10}-25/4) 
Do. 4§% Cum. Pref. ..s65.0... , 21/0 22/74-22/ 103 
West Indies Sugar, {1 ...........- } 20/0; 18/6—20/0 
Bley + BaD vitexins ¢ wath sacle cee ; 99 | 102-105 
Wright, Hamer Textiles, 1/-....... | I/3a; V3-4/} 
Dax: 6% -Brek.,, 10/- a0 00-0» | 10/3a, 8/6--9/6 
(a) To public. * Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 


reports appear in the Supplement: 


Price: 4 ' ; { 7g 2 ~ Price 
i Price, || Price , Yield, | Yield, ‘ ; i} Last | we 
(jan t wobter, 30): Name o: Securit, Mar. 25,| Mar. 30, Mar. Mar. 30. a veaieee 36 Dividends | 
o i; i 1949 i 1949 1949 1949 — a | 















Net Gross 






















British Aluminium ; Doulton & Co,; London Brick; British American Tobacco, 


\ } | Price Yield, 
Name 9 decurity |) Mar, 23, | Mar. 30,; Bar. 3 
199 || 

















































i ji s% a. s. a. | 

3002 | 100%, |War Bonds 24% A. 1949-51/| 1003 | 1008 | tw. & Oe ba Mer dg Othor Securities | 5 4 
100§ | 100 \Pechequer Bends 1 ped 35, 1950| 100 | 100% '0 910,17 9 | we | 103 | @ a Australia 34% 1965-69..... 105 | 105 fh J 
202M | 101} ||War Bonds 24% March 1, 1951-53./ 102% | 102° {0 5 6/1 8 Be] 102) 10h | @) | id) Biri ham 24% 1955-57../, 102 | 102 | 210 ¥ 
1034 102 fe ilWar Bonds 24% March 1, 1952-54.|| 102% | 1028 (0 8 8/111 Se] 64, SR | We) WD ¢ Iangie- Americas 10/-. 5i ; ohxdi 4 0 8 
104% | 103 War Loan (after Dec. , 1952)]| 104 | 104% |01€ 9/212 7 on | t ) 2) se) Iranian Oil, 4). 8 | suo 
103 | 102 |\War Bonds 24% Aug. 15, 1954-55. | 103 1034 |019 4 2 11bt{ 0/3) 73/9) 1b 5a tag a 
103% | 102 \iPunding 22° une 15, 1952-57... 105 | 103} | 1 1 6/2 6 91) 84/3) 767. i 15 @| 35 | 7/9 | 17/6 |3% 
105% | 104% |\Nationai Def. 3% Tuly 15, 1964-58 105y, | 105% | 1 1 2} 2 8 Af] 33/10)! 27/205) @ €| @ cj 619 9 
106% | War Loan 3% Oct. 15, 1955-59... ./ 20/105 pad) 1 2 8/2 8102] 81/-| 16/445 Tal i 6 71/6 suv 
104 | 103) ||Savings Bonds 3% Aag. 1 105% | 1 8 $215 21] 18/9) 15/3) 1120) 1240 339 
1 1014 /Runding 24% Apri 15, eee | IOldad'tol ged 1 4 7/2 6 102] 103/9| 97/3 | ee) 8a yo | w/o (4 at 

104% | 1034 'Fanding 3% April 15, '1959-69.....|| 103)xd| 103jxd/ 1 811 215 SI] 38/9 | 35/- | a 56 / 4b 
115 | 113) ||Funding 4”, May 1, 1960-90 }018 £) 2M Be] 30 | 25/6 | ae | ita 394 
1038 | llSavings Bonds 3% 110 1/216 91] My- | 3/9) 8 ce) be 3 4? 
\Scvines % Mag 1, 1964-6 1 g21)211 Sit 77/-| 63/64 ic] t5-€| 493 
116f | 14) ||Victory Bonds 1920- 12 5/2 49/44) 43/10), 7 6) 3 @ 12-43 

103% | 101# |S 1M 1/2 bx | SH | adhe} 1890 57 
10 | s 4% (after Feb. 1, bes 018 7)2 47/3 | 39/9 H We} We 51? 
1oTg | 105 versiwn (after 17 942 51/6 | 43/103) 10 ¢| WO aes 
81h | 19% liTreas. Stk. 24% ‘after Apr. 1, 1975)| 1144 7/3 1/6} 62/6) We! 1c $B 
2004 Treas. Stk. 3% ‘(after Apr. 5 1966) 113 5/3 53/6 | 44/- | 3iim| (a! P’chin Pason, Ord. 5 93 
1024 | 1003 |\Redemp. Stk. 3% Oct. 4, 1986-96. . 112 0/2 62/3| 44/- | 12 ¢! 12 ||P. & O., Def. Stk. d1......, 44/3 | 45/9 |5 $M 
814 | 79h |iConsols 24% .-.-. «sees se: 14 4\3 tTiJy ¢ |/Prudential, ‘A’ {1.....-..-1 26% 
} 110 21/2 57 124 c ||Stewarts & L Dei. fi. 45) 
E In 5/2 78/9 {5b | “Sher” | Ord, Stk. £1 26% 

1978- 1 6/2 6 12} 6 |'Tube Invst., Ord. Stk. £1.. $3 

%8- In 0}2 81/- awe suv 

Plion yield on stocks option 85/3 | 19/3 "5 a eon 

ere worked out on the assuroption that they will be at the earliest d | — 

yields on other dated stocks assume Guat clache paring over S ber cont Old bo telpienad (a) interim. (6) Vinal. {c) Whole year. (4) lat. paid half-yearly. (4 10 


ét the earliest date (these are marked Wij cath thtko vupiag Vomtent or toms wilt te tana 
ét the latest date (marked ‘/’). (nm) Net are calculated after allowing 
$s. mw the 4 {j) Flat yield * Scmmeall evan eo 


redemption date /) To latest redemption date (m) 15 months Yield basis 
1 Free of tax 
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THE 


BANK OF NOVA SCOTIA | 


(intor porated tn Canada with Limited Liability.) 
Established 1832. 
Genersi Office; Toronto, Canada. 

Paid-up Capital .. ad oon ose ove $12,000,000 

Reserve Fund... a sie ams ote oe $24,000,000 

Total Assets Over... ove on ove «» $700,000,000 
Special facilities are available to the public through the Branches 
ot this Bank for the transaction of business with Canada, Newfoundland, i 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States } 
at New York. 


Address enquiries to London Branch: 
108, OLD BROAD STREET, E.C.2. 


Greernce C Hitcaman. Manager 





B. W. BLYDENSTEIN & CO. 


Established 1858 


. 


BANKERS 





We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadnéedle Street, London, E.C.2 


Canadian Markets 


British firms, interested in Canada as a field for business 
and trade expansion, will find The Royal Bank of 
Canada a useful aliy. With branches from coast to 
coast, we provide an informed banking service fully 
experienced in meeting the needs of foreign traders, 


London Offices : 
6 Lothbury, E.C.2. E. B. McInerney, Mer. 


2-4 Cockspur Street, $.W.1. L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA|\ Over 700 branches in 


. Canada, Newfoundland 
Head Office, Montreal the West Indies, Central 
Offices in New York and Paris) 7d South America, 


Incorporated in Canada in 1869 with Limited Liability. 





REFUGE ASSURANCE COMPANY, LTD. 
Chief Office : OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £17,500,000 


ASSETS EXCEED 
CLAIMS PAID EXCEED 


(1947 Accounts) 


£102,000,000 





ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTANTS 
APPOINTMENTS REGISTFR 
Employers seeking the services of Certijed Accountants are asked to 
write to the Secretery of the Association, 22, Bedford Square, London, 
W.C.1L. (Te’ephone: Museum 5163.) 


DVERTISER, 20 years oil industry Middle East ane America, avail- 
+i able for employment. . Extensive experience handling engineering 
stores and materials, “shipping, mechanical transport amt commercial 
practic:.—Box ; 


98 


Postal FA 


rion ter BeSC.ECON. 


The London University B.Sc, Econ. Degree is a valuable qualification for statistical research 
and welfare work in commerce and industry, and for teaching or administrative posts under 
Education authorities, etc. The degree is open to all, without University residence. You 
may prepare for the three examinations af home under the experienced guidance of Wolsev 
Hall (est. 1894): moderate fees payable by instalments, if desired. 


Prospectus from Dept. Pi7, WOLSEY HALL, OXFORD 
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i 2, LOMBARD STREET, LONDON, E.C.3 








| London, E.C 4, or at the National 


Printed in Great Britain by St. CLements Press, Lrp.; Portugal St, Kingaeny, Leadon, W.C.2. 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 
AUTHORISED CAPITAL 
CAPITAL FULLY PAID seb gu > 
RESERVE FUND & BALANCE carried forward 
DEPOSITS & CREDIT BALANCES 
as at 28th February, 1948 


£4,500,000 
£2,400,009 
£2,768,759 


... 87,927,503" 
Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, w. 
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OPPORTUNITIES 


IN CANADA | 


If you are interested in obtaining trade 
connections in Canada or market data 
we cordially inv.t2 enquiries 


THE CANADIAN BANK 
OF COMMERCE 


(incorporated in Canada in 1867 with Limited Liability) 


HEAD OFFICE: TORONTO, CANADA 








ALEXANDRIA, EGYPT 
ANNUAL GENERAL MEETING 

i NOTICE IS HEREBY GIVEN that the seventy-first ORDINARY 
GENERAL MEETING of the Shareholders will be heid at the Compatty’s 
Offices, 61 Avenue Fouad ler, Alexandria, on Thursday, April 28; 1949 
at hali-past four in the afternoon, for the transaction of the ordinary 
business of the Company, pursuant to Act of Parliament, and for the 
purpose of considering and, if thought fit, passing the subjoined resolu- 
tion aS a special resolution: — 

tesolution: —That, in accordance with Section 185, subsection (7) @, 
of the Companies Act, 1948, the Articles of Association of the Company 
be altered to include the following additional article: — 

84 a.—Section 185, subsections a) to (6), of the Companies Act, 194%, 
shall not apply. 

Holders of share warrants to bearer desiring to attend or to be repre- 
sented at the Meeting must deposit their share warrants in 
before April 14, 1949,.or in Alexandria before April 25, 1949, until after 
the Meeting, at the National Bank of Egypt, 6 King William Stn 

of Egypt, Liexandria, OF 
some other approved bank in London or Alexandria. ' 

A Member of the Company is entitled to appoint a proxy to attend: 
vote at the Meeting in his stead and any prexy so appointed need 
a Member of the Company. 

Dated, Alexandria, Egypt, February 25, 1949. 

By order of the Board, _ 
ROBERT WALTON, Manager. 
lal 


PPLICATIONS are invited for the post of Lecturer and Organi 
41 Tutor in Social Seience at the University College of South Wa 
Monmouthshire, Cardiff, to be responsible for the Diploma in_50e 
Science and the Certificate in Child Service. Preference will be give 
graduates who haye a Social Science Diploma, experience of social 
and ability to undertake research. Initial salary in the range of wo 
£750 per annum, according to qualifications and experience, 
with Family Allowances.—Applications, together with copies 0b, 
testimonials and the names of two referees, should reach the . 
University College, Cathays. Park, Cardiff, by April 25, 1949. 

OTHER NOTICES APPEAR ON PAGE 637 
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